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ALL THE VERY BEST FOR YOUR EXAMS 

 

 

 

 

 

COMMON NOTES FOR 

BANK PROMOTION EXAMS 

 
 

 

 

 

 

 

Though we had taken enough care to go through the notes provided here, we request 

everyone to go through the RBI / individual bank’s website and other internal circulars and 

update yourself with the latest information through RBI website and other authenticated 

sources. In case you find any incorrect/doubtful information, kindly update us also (along with 

the source link/reference for the correct information). 
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Key Highlights of Union budget 2016-17 
 
Agriculture  -  Total allocation : Rs 35,984 crore 
 

 'Pradhan Mantri Krishi Sinchai Yojana’ will bring 28.5 lakh hectares under irrigation 
 Implementation of  89  irrigation projects under AIBP, which are languishing for a long time, 

will be fast tracked 
 A dedicated Long Term Irrigation Fund will be created in NABARD with an initial corpus of 

about Rs 20,000 crore 
 Programme for sustainable management of ground water resources with an estimated cost of  

Rs 6,000 crore will be implemented through 3 multilateral funding 
 2,000 model retail outlets of Fertilizer companies will be provided with soil and seed testing 

facilities during the next three years 
 Unified Agricultural Marketing ePlatform to provide a common e-market platform for 

wholesale markets 
 Allocation under Pradhan Mantri Gram Sadak Yojana increased to Rs 19,000 crore. Will 

connect remaining 65,000 eligible habitations by 2019. 
 To reduce the burden of loan repayment on farmers, a provision of  Rs 15,000 crore has been 

made in the BE 2016-17 towards interest subvention 
 
Rural Sector  -  Total allocation : Rs 87,765 crore 
 

 Rs 2.87 lakh crore will be given as Grant in Aid to Gram Panchayats and Municipalities as per 
the recommendations of the 14th Finance Commission 

 A sum of Rs 38,500 crore allocated for MGNREGS 
 300 Rurban Clusters will be developed under the Shyama Prasad Mukherjee Rurban Mission 
 100% village electrification by 1st May, 2018. 
 New scheme Rashtriya Gram Swaraj Abhiyan proposed with allocation of  Rs. 655 crore 

 
Social Sector  -  Total allocation : Rs 1,51,581 crore 
 

 Rs 2,000 crore allocated for initial cost of providing LPG connections to BPL families. 
 New health protection scheme will provide health cover up to Rs One Lakh per family.  
 For senior citizens an additional top-up package up to Rs 30,000 will be provided. 
 'National Dialysis Services Programme’ to be started under National Health Mission through 

PPP mode 
 “Stand Up India Scheme” to facilitate at least two projects per bank branch, benefitting at 

least 2.5 lakh entrepreneurs. 
 62 new Navodaya Vidyalayas will be opened 
 Higher Education Financing Agency to be set-up with initial capital base of Rs 1000 crore 
 Digital Depository for School Certificates, College Degrees, Academic Awards and Mark sheets 

to be set-up. 
 
Skills   development  -  Total allocation :  Rs. 1,804 crore 
 

 1500 Multi Skill Training Institutes to be set-up 
 National Board for Skill Development Certification to be setup in partnership with the industry 

and academia 
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 Entrepreneurship Education and Training through Massive Open Online Courses 
 Deduction under Section 80JJAA of the Income Tax Act will be available to all assesses who are 

subject to statutory audit under the Act 
 100 Model Career Centres to operational by the end of 2016-17 under National Career 

Service. 
 Model Shops and Establishments Bill to be circulated to States 

 
Infrastructure  -  Total allocation : Rs 2,21,246 crore 
                     

 10,000 kms of National Highways to be awarded in 2016-17 
 Allocation of Rs. 55,000 crore in the Budget for Roads. Additional  Rs 15,000 crore to be raised 

by NHAI through bonds. 
 Amendments to be made in Motor Vehicles Act to open up the road transport sector in the 

passenger segment 
 
Financial sector 
 

 A comprehensive Code on Resolution of Financial Firms to be introduced. 
 Statutory basis for a Monetary Policy framework and a Monetary Policy Committee through 

the Finance Bill 2016. 
 A Financial Data Management Centre to be set up. 
 RBI to facilitate retail participation in Government securities. 
 New derivative products will be developed by SEBI in the CommodityDerivatives market. 
 Amendments in the SARFAESI Act 2002 to enable the sponsor of an ARC to hold up to 100% 

stake in the ARC and permit non institutional investors to invest in Securitization Receipts. 
 Comprehensive Central Legislation to be bought to deal with the menace of illicit deposit 

taking schemes. 
 Increasing members and benches of the Securities Appellate Tribunal. 
 Allocation of Rs. 25,000 crore towards recapitalisation of Public Sector Banks. 
 Target of amount sanctioned under Pradhan Mantri Mudra Yojana increased to Rs. 1,80,000 

crore. 
 General Insurance Companies owned by the Government to be listed in the stock exchanges 

 
……………………………………………………………………………………………………………………………………............................ 
 
Highlights of the sixth bi-monthly monetary policy announced by RBI on February 8, 2017: 
 

 Policy repo rate unchanged at 6.25%. 
 Economic growth for FY17 lowered to 6.9%; RBI pegs it at 7.4% in 2017—18. 
 Growth is expected to recover sharply in 2017—18. 
 Retail inflation in Q4 likely to be below 5%. 
 Inflation projected in the range of 4—4.5% in the first half of 2017—18 and 4.5—5% in the 

second half. 
 Upside risks to inflation — rise in crude oil prices, volatility in exchange rate, and fuller effect 

of the 7th Pay Panel. 
 Global growth projected to pick up modestly in 2017. 
 Global trade remains subdued due to increasing tendency towards protectionist policies. 
 RBI changes policy stance from ‘accommodative’ to ’neutral’ 

www.b
an

kp
ro

m
ot

ion
ex

am
s.c

om

http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/
http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/


www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 
Facebook Groups -      JAIIB CAIIB STUDY MATERIALS / CAIIB DISCUSSION 

                                             BANK PROMOTION EXAMS / ONLY FOR BANKERS 
murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

………………………………………………………………………………………………………………………...………………………………… 

 

………………………………………………………….…………………………………………………………………………………………… 
www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 

murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

4 

 Monetary Policy Committee (MPC) shifts policy stance to neutral keeping in mind transitory 
effect of demonetisation. 

 Surplus liquidity to fall with progressive remonetisation; abundant liquidity with banks may 
persist in early 2017—18. 

 High frequency indicators point to subdued activity in services sector, automobile sales, 
domestic air cargo, railway freight traffic, and cement production. 

 Steel consumption, port traffic, international air freight, foreign tourist arrivals weathered 
effect of demonetisation. 

 Excluding food and fuel, inflation has been unyielding at 4.9% since September. 
 Makes case for faster resolution of NPAs and hastening recapitalisation of banks for lower 

lending rates. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Policy Rates as on 12.02.2017 
 

Repo rate 6.25 % 

Reverse repo rate 5.75 % 

Marginal standing facility (MSF) 6.75 % 

Bank Rate 6.75 % 

Cash Reserve Ratio (CRR) 4.0 % 

Statutory Liquidity Ratio (SLR) 20.50 % 

 
……………………………………………………………………………………………………………………………………............................ 

 
THE BANKING REGULATION ACT, 1949  
 
Preamble of regulatory Act  
 
1. An Act to consolidate and amend the law relating to banking.  
2. WHEREAS it is expedient to consolidate and amend the law relating to banking .  
3. The Banking companies act, presently known as banking regulation act was enacted owing to 
safeguard the interest of depositors, control abuse of power by some bank personnel controlling the 
banks in particular and to the interest of Indian economy in general.  
4. The Banking Regulation Act was passed as the Banking Companies Act 1949 and came into 
force w.e.f 16.3.49. Subsequently it was changed to Banking Regulations Act 1949 wef 01.03.66.  
5. However, it should be remembered that this act does not supersede the provision of 
companies act or any other law for the time being in force in respect of banking business.  
 
Definition of banks  
 
1. In India, the definition of the business of banking has been given in the Banking Regulation 
Act, (BR Act), 1949. According to Section 5(c) of the BR Act, 'a banking company is a company which 
transacts the business of banking in India.' Further, Section 5(b) of the BR Act defines banking as, 
'accepting, for the purpose of lending or investment, of deposits of money from the public, repayable 
on demand or otherwise, and withdrawable, by cheque, draft, order or otherwise.'  
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2. This definition points to the three primary activities of a commercial bank which distinguish it 
from the other financial institutions. These are: (i) maintaining deposit accounts including current 
accounts, (ii) issue and pay cheques, and (iii) collect cheques for the bank's customer  
 
Different provisions of Banking regulations Act  
 
S. No.  Parts  Topics  Sections covered  

1.  I  Preliminary 1 to 5A  

2.  II  Business of Banking Companies  6 to 36 A  

3. IIA  Control over management  36AA to 36AC  

4.  IIB  Prohibition of certain activities in relation to banking Companies  36AD  

5.  IIC  Acquisition of the undertakings of Banking Companies in certain 
cases  

36AE to 36AJ  

6.  III  Suspension of business and winding up of Banking Companies  36B to 45  

7.  IIIA  Speedy provision for speedy disposal of winding up proceedings  45A to 45X 

8. IIIB  Provision relating to certain operation of Banking Companies  45Y to 45ZF  

9.  IV  Miscellaneous  46 to 55A 

10.  V  Application of the Act to cooperative Banks  56 

 
Applicability of the Banking Regulation Act, 1949  
 
This Act applies to following categories of Banks:  
1. Nationalized Banks  
2. Non-Nationalized Banks  
3. Cooperative Banks  
 
Business of banking Companies Section 6(1) and 6(2) r.w. 56(b)  
 
1. Borrowing, raising or taking of money  
2. Giving advance  
3. Bills business  
4. L/C , Bank Guarantee, Indemnity  
5. Foreign exchange  
6. Providing safe deposit vaults  
7. Collecting and transmitting money  
8. Managing, selling and realizing any property that may come into the possession of the bank in 
satisfaction or part satisfaction of any of its dues  
9. Acquiring, holding and dealing with any property or any right, title or interest in any such 
property that may form the security or part of the security for any loans or advances or which may be 
connected with such security  
10. Undertaking and executing trusts  
11. Acquiring, constructing, maintaining and altering of any building for the purpose of the bank 
12. Acquiring and undertaking the whole or part of the business of any person or bank / company 
if its nature of business is as per the allowed business for the bank 
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13. Doing all such other things as are incidental or conducive to the promotion or advancement of 
the business of the bank 
14. Any other business the Central Govt. may by notification specify as a allowed business 
15. Banks are prohibited to do any other business 
 
Use of words bank, banker, banking or banking company  
(1) No company other than a banking company shall use as part of its name 15[or, in connection with 
its business] any of the words bank, banker or banking and no company shall carry on the business of 
banking in India unless it uses as part of its name at least one of such words.  
(2) No firm, individual or group of individuals shall, for the purpose of carrying on any business, use as 
part of its or his name any of the words bank, banking or banking company.  
(3) Nothing in this section shall apply to-  
(a) a subsidiary of a banking company formed for one or more of the purposes mentioned in sub-
section (1) of section 19, whose name indicates that it is a subsidiary of that banking company;  
(b) any association of banks formed for the protection of their mutual interests and registered under 
section 25 of the Companies Act, 1956 (1 of 1956).]  
 
Applicability against other laws  
 
Provisions of the Banking regulation Act, 1949 are not in substitution of other laws applicable, unless 
otherwise expressly said (Section 2 sub  56 (b)  
 
Act is not applicable to  
1. Primary Agricultural Society  
2. Co-operative Land Mortgage Bank  
3. Any other co-operative society except as provided by Sec. 56(Section 3)  
 
Banking Policy  
“Banking Policy” means policy specified by RBI from time to time in the interest of  
 
1. Banking system  
2. Monitory stability  
3. Sound economic growth  
4. Interest of depositors  
5. Volume of deposits and other resources of the bank  
6. Efficient use of the deposits and resources …..Section 5(ca)  
 
Cash Reserve (CRR) Section 18 r. w. 56 (j)  
1. Every bank is required to keep cash reserve, with itself or by way of balance in the current 
account with RBI or Central / District Co-operative Bank or net balance in all such way, of minimum 
prescribed % amount of its DTL as of last Friday of fortnight  
2. A return about this has to be submitted to RBI before 15thof each month about alternate 
Friday  
 
SLR (Statutory Liquidity Ratio)  

Bank shall maintain unencumbered approved securities, valued not exceeding the current 
market price, or an amount which shall not be less than 24% of the total of its demand and time 
liabilities (DTL). 
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Restrictions on loans and advances  
1. Notwithstanding anything to the contrary contained in section 77 of the Companies Act, 1956 
(1 of 1956), no banking company shall, 
(a) grant any loans or advances on the security of its own shares, or 
(b) enter into any commitment for granting any loan or advance to or on behalf of 
(i) any of its directors,  
(ii) any firm in which any of its directors is interested as partner, manager, employee or guarantor, or  
(iii) any company [not being a subsidiary of the banking company or a company registered under 
section 25 of the Companies Act, 1956 (1 of 1956), or a Government company] of which 61[or the 
subsidiary or the holding company of which] any of the directors of the banking company is a director, 
managing agent, manager, employee or guarantor or in which he holds substantial interest, or  
(iv) any individual in respect of whom any of its directors is a partner or guarantor.  
 
Licensing of banking companies  
 
1. Save as hereinafter provided, no company shall carry on banking business in India unless it 
holds a licence issued in that behalf by the Reserve Bank and any such licence may be issued subject of 
such conditions as the Reserve Bank may think fit to impose.]  
2. Every banking company in existence on the commencement of this Act, before the expiry of 
six months from such commencement, and every other company before commencing banking 
business 69[in India], shall apply in writing to the Reserve Bank for a licence under this section.  
 
Power to publish information  
 
The Reserve Bank or the National Bank, or both, if they consider it in the public interest so to do, may 
publish any information obtained by them under this Act in such consolidated form as they think fit.  
 
Power of the Reserve Bank to give directions  
 
Where the Reserve Bank is satisfied that 
(a) in the 134[public interest]; or 135[(aa) in the interest of banking policy; or]  
(b) to prevent the affairs of any banking company being conducted in a manner detrimental to the 
interests of the depositors or in a manner prejudicial to the interests of the banking company; or  
(c) to secure the proper management of any banking company generally,  
it is necessary to issue directions to banking companies generally or to any banking company in 
particular, it may, from time to time, issue such directions as it deems fit, and the banking companies 
or the banking company, as the case may be, shall be bound to comply with such directions.  
The Reserve Bank may, on representation made to it or on its own motion, modify or cancel any 
direction issued under sub-section (1), and in so modifying or cancelling any direction may impose 
such conditions as it thinks fit, subject to which the modification or cancellation shall have effect.  
 
Amendments of provisions relating to appointments of managing directors, etc., to be subject to 
previous approval of the Reserve Bank.  
 
1. no amendment of any provision relating to the maximum permissible number of directors . 
2. no appointment or re-appointment or termination of appointment of a chairman. 
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Further powers and functions of Reserve Banks.  
 
1. (a) caution or prohibit banking companies or any banking company in particular against 
entering into any particular transaction or class of transactions, and generally give advice to any 
banking company;  
(b) on a request by the companies concerned and subject to the provision of section 149[44A], assist, 
as intermediary or otherwise, in proposals for the amalgamation of such banking companies;  
(c) give assistance to any banking company by means of the grant of a loan or advance to it 
underclause (3) of sub-section (1) of section 18 of the Reserve Bank of India Act, 1934 (2 of 1934);  
2. The Reserve Bank shall make an annual report to the Central Government on the trend and 
progress of banking in the country, with particular reference to its activities under clause (2) of section 
17 of the Reserve Bank of India Act, 1934 (2 of 1934), including in such report its suggestions, if any, 
for the strengthening of banking business throughout the country.  
3. The Reserve Bank may appoint such staff at such places as it considers necessary for the 
scrutiny of the returns, statements and information furnished by banking companies under this Act, 
and generally to ensure the efficient performance of its functions under this Act.  
 
Certain provisions of the Act not to apply to certain banking companies.  
 
1. The provisions of section II, sub-section (1) of section 12, and sections 17, 18, 24 and 25 shall 
not apply to a banking company—  
(a) which, whether before or after the commencement of the Banking Companies (Amendment) Act, 
1959 (33 of 1959), has been refused a licence under section 22, or prohibited from accepting fresh 
deposits by a compromise, arrangement or scheme sanctioned by a court or by any order made in any 
proceeding relating to such compromise, arrangement or scheme, or prohibited from accepting 
deposits by virtue of any alteration made in its memorandum; or  
(b) whose licence has been cancelled under section 22, whether before or after the commencement of 
the Banking Companies (Amendment) Act, 1959 (33 of 1959).  
2. Where the Reserve Bank is satisfied that any such banking company as is referred to in sub-
section (1) has repaid, or has made adequate provision for repaying all deposits accepted by the 
banking company, either in full or to the maximum extent possible, the Reserve Bank may, by notice 
published in the Official Gazette, notify that the banking company has ceased to be a banking 
company within the meaning of this Act, and thereupon all the provisions of this Act applicable to such 
banking company shall cease to apply to it, except as respects things done or omitted to be done 
before such notice.]  
 
Control over Management  
 
1. 36AA. Power of Reserve Bank to remove managerial and other persons from office.  
(a)36AAA. Supersession of Board of directors of a multi-State co-operative bank.  
(b)36AAB. Order of winding up of multi-State co-operative bank to be final in certain cases  
(c)Reimbursement to Deposit Insurance Corporation by liquidator or transferee bank  
2. 36AB. Power of Reserve Bank to appoint additional directors,  
3. 36AC. Part IIA to override other laws.  
4. 36AD. Punishments for certain activities in relation to banking companies.  
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Suspension of Business and Winding up of Banking Companies  
 
1. High Court defined.  
2. Suspension of business.  
3. Winding up by High Court.  
4. Court liquidator.  
5. Reserve Bank to be official liquidator.  
6. Application of Companies Act to liquidators.  
 
Sec 5(b) Banking 
 

Banking means acceptance of deposit for the purpose of lending or investment, the deposit of 
money from the public, repayable on demand or otherwise & withdrawal by cheque, draft, order or 
otherwise. 
Sec 5(c) Banking Company 
It means any co. which transacts the business of banking in India. 

 
Sec 6 Forms of Banking Business 
 

In addition to the banking business, a banking co may deals in bills of exchange, hundis, PN, issue 
LC/BG, buying or selling of foreign exchange, safe custody, safe deposit locker, acting as an agent for 
any Govt. or local authority, undertaking the administration of estate of executor, trustee, leasing, 
mortgaging etc. or any other form of business which Central Govt. may notify.  
 
Sec 7 Use of words Bank/Banking/Banking Co.  

A banking co carrying on banking business in India must use the word Bank, Banking, Banker, or 
Banking Co in its name & no other organisation can use these names. 

 
Sec 11 Paid up Capital & Reserve requirement  
For Domestic banks-minimum paid up capital & reserve Rs.5 lac.  
Foreign bank- Min Rs.15 lac&Min Rs.20 lac if bank has place of business in Mumbai &/or Kolkata 
 
Capital Structure 
The ratio of authorise, subscribed and paid up capital must be minimum 4:2:1 
 
Sec 19(2) Holding shares of any Co  

No banking co shall hold shares in any co. whether as pledgee, mortgagee, or absolute owner of an 
amount exceeding 30% of paid up capital of that co. or 30% of its own paid up capital + reserves 
whichever is less. 

 
Sec 20 Restriction on advance against its own shares  
No banking co shall grant loans/advance on the security of its own shares 

 
Sec 21 Power to control advance 
 

RBI can restrict the banks from lending against certain notified commodities, maintenance of a min 
margin, ceiling limit of advance or charging of min rate of interest. 
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Sec 21(a) No scrutiny of rate of interest. 
 

A transaction between the banking co and its debtors can not be reopened by any court on the 
basis of excessive charging of rate of interest. 

 

Sec 24 Maintenance of SLR 
A banking co is required to maintain at the close of business on any day a certain percentage 

of its total demand & time liabilities in India in form of cash, gold & unencumbered approved 
securities. This is SLR. SLR is to be maintained with reference to total demand & time liabilities as on 
the last Friday of 2nd preceding fortnight. SLR can be max 40%. 
 
Sec 45(y) Preservation of Bank records 

Guidelines for returning the paid instruments to instrument to customer by keeping a true 
copy. 
 
Sec 45(za) Nomination 

For nomination in Deposit a/c 
 
Sec 45(zc) Nomination 

For nomination in Safe Custody a/c 

 
Sec 45(ze) Nomination  
For nomination in Locker a/c 
 
……………………………………………………………………………………………………………………………………....... 
 
RBI Act, 1934 

 
1. This Act may be called the Reserve Bank of India Act, 1934.  
2. It extends to the whole of India 
3. This section shall come into force at once, and the remaining provisions of this Act shall come 
into force on such date or dates as the [Central Government] may, by notification in the Gazette of 
India, appoint. 

 

Some important Sections of RBI Act, 1934 

 
Sec 2(e) Scheduled Bank- A schedule bank means a bank whose name is included in the 2nd schedule 
of RBI Act 1934. For inclusion, a bank should satisfy conditions laid down in sec 42(6). The essential 
condition of capital is that such banks have paid capital and reserves of not less than Rs.5 lac & further 
that RBI is satisfied that the affairs will be conducted by the bank in a manner that will not jeopardize 
the interest of the depositors.  

Banks which are not included in the 2nd schedule of RBI are called Non schedule Bank. 
 
Sec 17- Types of Business 
 

Defines various types of business which RBI may transact which include acceptance of deposit 
without interest from Central/State Govt, any other person or institution, sale/purchase of foreign 
exchange, securities, rediscounting of bills/PN, grant loans etc. 
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Sec 21- Right to transact Govt. Business  
RBI has the right to transact Govt. business in India i.e. remittance, exchange, keeping deposit free 

of interest etc. 
Sec 22- Bank Notes 
RBI has the sole right to issue bank notes. 

 
Sec 23- Issue Department 
 

Bank notes will be issued by issue deptt. against security consisting of gold coins, bullion, foreign 
securities & other approved securities. 
Sec 24- Denomination of Notes 
 

RBI issues all currency notes of denomination 2, 5, 10, 20, 50, 100, 500, 1000, 5000, 10000. It has 
power to discontinue or non issue of currency note of any denomination. The notes of 2 & 5 are 
already been discontinued.  
 
Sec-28- Rules of Refunding value 
 

RBI can frame rules for refunding value of mutilated , soiled or imperfect notes as a matter of grace. 

 
Sec 42(1)- Define Cash Reserve Ratio 
 

Every bank is required to maintain with RBI an average daily balance equal to a percentage of the 
net demand & time liabilities as stipulated by RBI from time to time. This is known as CRR. There is no 
minimum or maximum limit for CRR. Further RBI does not pay interest on balance held for CRR 
purpose. Currently CRR is 7.75%. 

 
Collecting & Furnishing of Credit Information 

 
1. RBI is empowered to collect information related to borrower & suit filed accounts.  
2. Borrowers enjoying secured credit limit of Rs.10 lac & above & unsecured limit of Rs.5 lac & 

above- as on last Friday of April.  
3. Doubtful, lost & suit filled a/c of o/s balance of Rs.100 lac & above- half yearly, March & 

September.  
4. Basic Statistical Return: BSR-1 for borrower a/c of above Rs.2 lac & BSR-2 containing information 

about deposit with break up into current, saving & time deposits. 

 

Sec 45-H-T Provision relating to NBFC  
No NBFC shall commence business or carry on business without obtaining a certificate of 

registration & having net owned fund of Rs.25 lac 

 
Sec 49-Declaration of Bank rate  

RBI shall declare bank rate from time to time which is the rate at which it buys or rediscount bills of 
exchange or other commercial paper eligible for purchase under this act. 
 
……………………………………………………………………………………………………………………………………....... 
 

www.b
an

kp
ro

m
ot

ion
ex

am
s.c

om

http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/
http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/


www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 
Facebook Groups -      JAIIB CAIIB STUDY MATERIALS / CAIIB DISCUSSION 

                                             BANK PROMOTION EXAMS / ONLY FOR BANKERS 
murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

………………………………………………………………………………………………………………………...………………………………… 

 

………………………………………………………….…………………………………………………………………………………………… 
www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 

murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

12 

Negotiable Instrument Act, 1881 
 
1. Definition “Negotiable instrument” 
a. Negotiable means transferable 
b. Instrument means a written document 
2. A negotiable instrument is a document which entitles a person to a sum of money and which 
is transferable from one person to another by mere delivery or by endorsement and delivery. 
3. It is a method of transferring a debt from one person to another. 
 
Characteristics 
 
1. Freely transferable 
2. Title of holder free from all defects 
a. A person who is holding negotiated instrument he is free from a defect in the title of the 
transferor 
b. Ex: S sells certain goods to B. B gives a promissory note to S for the price. He refuses to pay the 
promissory note, claiming that the goods are not according to order. If S sues B on the note, B’s 
defence is good. But if he negotiates the note to H, a holder in due course, B’s defence will be of no 
avail. 
3. Recovery - A holder of the negotiable instrument can sue for recovery of the amount. 
4. Presumptions 
5. Negotiable instrument is for consideration 
6. Dated 
7. Reasonable Time of acceptance 
8. Before the maturity it should transferred 
9. Stamp when there is a dishonour 
 
Types of negotiable instrument 
 
1. Negotiable by statue 

a. Promissory note 
b. Bill of exchange 
c. Cheque 

2. Negotiable by custom or usage 
a. Share warrants 
b. Dividend warrants 
c. Share certificates 

 

Some important Sections of NI Act, 1881 

 
Sec 4 Promissory Note 
PN is an instrument in writing, signed by maker, containing an undertaking to pay certain sum to 
bearer 
 
Sec 5 Bills of exchange 
Bills of exchange is an instrument in writing, signed by the maker containing an unconditional order 
directing a person to pay certain sum to bearer. 
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Sec 6 Cheque 
A cheque is a bill of exchange drawn on specified banker to be paid only on demand. 
 
Sec 7 Drawer, Drawee& Payee 
Maker of bill of exchange/cheque is called drawer & person thereby directed to pay is called drawee. 
The person named in the instrument to whom or to whose order the money is directed to pay is called 
the payee. 
 
Sec 8 Holder 
Holder of a negotiable instrument means a person entitle in his name to possession & to 
receive/recover the amount. 
 
Sec 9 - Holder in due course 
Holder in due course means a person who for consideration became possessor of NI before the 
instrument became payable. 
 
Sec 10-Payment in due course 
If payment is made according to apparent tenor of the instrument, in good faith & without negligence 
to the person having possession of the instrument under circumstance which do not afford a 
reasonable ground of suspicion that he is not entitle to receive the payment. 
 
Sec 13 NI 
NI means promissory note, bill of exchange or cheque payable to order or bearer. 
 
Sec 18 Difference in words & figure 
When there is difference in amount in words & figure, the amount in words is to be treated as the 
amount ordered by the drawer to pay. 
 
Sec 20 Inchoate Instrument 
Not to pay inchoate i.e. incomplete instrument. 
 
Sec  45(a)  Holder’s  right  to  duplica 
NI which has been lost before it is over due, the person who was the holder of it may apply to the 
drawer to give him another instrument of the same tenor, giving security to the drawer, if required, to 
indemnify him against any possible loss. 
 
Sec 47 Negotiation by delivery 
NI payable to bearer is negotiable by its delivery. 
 
Sec 85(1) Protection in case of Order cheque 
Paying banker is protected by payment in due course of an order cheque which is properly endorsed 
by payee or its agent. 
 
Sec 85(2) Protection to paying banker in case of Bearer Cheque 
Paying banker is protected by payment in due course of a bearer cheque which is properly endorsed 
by payee or its agent. 
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Sec 123- General Crossing 
Where a cheque bears across its face parallel transverse lines with or with crossing & the cheque is 
said to be crossed. 
 
Sec 124- Special crossing 
Where cheque bears across its face addition of name of banker with/without words “not negotiable” 
this addition specially. 

 
Sec126- Payment of crossed cheque 
Where a cheque is crossed generally, the banker on whom it is drawn shall not pay it otherwise than 
to a banker & where a cheque is crossed specially, the banker on whom it is drawn shall not pay it 
otherwise than to a banker to whom it is crossed or his agent for collection. 
 
Sec 131- Protection available for collecting banker 
Banker who in good faith, without negligence received payment for customer of crossed cheque, shall 
not incur any liability to the true owner of the cheque in case the title to the cheque proves defective. 
 
Sec 138- Dishonor of cheque 
Where any cheque drawn by a person maintaining a/c in bank, for payment to another person out of 
that a/c, returns unpaid for want of sufficient balance in a/c, such person shall presumed to have 
committed offence & shall be punishable with imprisonment upto max 2 year or twice the amount of 
cheque. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Basel III 
 
Basel III is an extension of the existing Basel II Framework, and introduces new capital and liquidity 
standards to strengthen the regulation, supervision, and risk management of the whole of the banking 
and finance sector. 
 
It was agreed upon by the members of the Basel Committee on Banking Supervision in 2010–2011, 
and was scheduled to be introduced from 2013 until 2015. However, changes made from April 2013 
extended implementation until March 31, 2018. The Basel III requirements were in response to the 
deficiencies in financial regulation that is revealed by the 2000’s financial crisis. Basel III was intended 
to strengthen bank capital requirements by increasing bank liquidity and decreasing bank leverage. 
 
The global capital framework and new capital buffers require financial institutions to hold more capital 
and higher quality of capital than under current Basel II rules.  

Capital requirements 

The Basel III rule introduced the following measures to strengthen the capital requirement and 

introduced more capital buffers: 

 Capital Conservation Buffer is designed to absorb losses during periods of financial and 

economic stress. Financial institutions will be required to hold a capital conservation buffer of 

2.5% to withstand future periods of stress, bringing the total common equity requirement to 
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7% (4.5% common equity requirement and the 2.5% capital conservation buffer). The capital 

conservation buffer must be met exclusively with common equity. Financial institutions that 

do not maintain the capital conservation buffer faces restrictions on payouts of dividends, 

share buybacks, and bonuses. 

 Countercyclical Capital Buffer is a countercyclical buffer within a range of 0% and 2.5% of 
common equity or other fully loss absorbing capital is implemented according to national 
circumstances. This buffer serves as an extension to the capital conservation buffer. 

 Higher Common Equity Tier 1 (CET1) constitutes an increase from 2% to 4.5%. The ratio is set 
at: 

 3.5% from 1 January 2013 
 4% from 1 January 2014 
 4.5% from 1 January 2015 

 Minimum Total Capital Ratio remains at 8%. The addition of the capital conservation buffer 
increases the total amount of capital a financial institution must hold to 10.5% of risk-
weighted assets, of which 8.5% must be tier 1 capital. Tier 2 capital instruments are 
harmonized and tier 3 capital is abolished. 

Leverage ratio 

Basel III introduced a minimum "leverage ratio". The leverage ratio was calculated by dividing Tier 1 

capital by the bank's average total consolidated assets; the banks were expected to maintain a 

leverage ratio in excess of 3% under Basel III. In July 2013, the US Federal Reserve Bank announced 

that the minimum Basel III leverage ratio would be 6% for 8 SIFI banks and 5% for their bank holding 

companies. 

Liquidity requirements 

Basel III introduced two required liquidity ratios: 

 Liquidity Coverage Ratio (LCR) ensures that sufficient levels of high-quality liquid assets are 
available for one-month survival in a severe stress scenario. 
 Net Stable Funding Ratio (NSFR) promotes resilience over long-term time horizons by 
creating more incentives for financial institutions to fund their activities with more stable sources of 
funding on an ongoing structural basis. 

Changes to Counterparty Credit Risk (CCR) 

Basel III introduced capital requirements to cover Credit Value Adjustment (CVA) risk and higher 
capital requirements for securitization products. 
 
'Tier 1 Capital' 
 
Tier 1 capital, used to describe the capital adequacy of a bank, is core capital that includes equity 
capital and disclosed reserves. Core capital is composed, primarily, of disclosed reserves (also known 
as retained earnings) and common stock. It can also include noncumulative, nonredeemable preferred 
stock. 
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Elements of Common Equity component of Tier 1 capital : 
 
(i) Common shares (paid-up equity capital) issued by the bank. 
(ii) Stock surplus (share premium) resulting from the issue of common shares; 
(iii) Statutory reserves; 
(iv) Capital reserves representing surplus arising out of sale proceeds of assets; 
(v) Other disclosed free reserves, if any; 
(vi) Balance in Profit & Loss Account at the end of the previous financial year; 
(vii) Banks may reckon the profits in current financial year for CRAR calculation on a quarterly basis 
provided the incremental provisions made for non-performing assets at the end of any of the four 
quarters of the previous financial year have not deviated more than 25% from the average of the four 
quarters(viii) Common shares issued by consolidated subsidiaries of the bank and held by third parties 
(i.e. minority interest) which meet the criteria for inclusionin Common Equity Tier 1 capital; and 
(ix) Less: Regulatory adjustments / deductions applied in the calculation of Common Equity Tier 1 
capital [i.e. to be deducted from the sum of items (i) to (viii)]. 
 
Elements of Additional Tier 1 Capital 
 
(i) Perpetual Non-Cumulative Preference Shares (PNCPS); 
(ii) Stock surplus (share premium) resulting from the issue of instruments included in Additional Tier 1 
capital; 
(iii) Debt capital instruments eligible for inclusion in Additional Tier 1 capital; 
(iv) Any other type of instrument generally notified by the Reserve Bank from time to time for 
inclusion in Additional Tier 1 capital; 
(v) Additional Tier 1 instruments issued by consolidated subsidiaries of the bank and held by third 
parties which meet the criteria for inclusion in Additional Tier 1 capital; and 
(vi) Less: Regulatory adjustments / deductions applied in the calculation of Additional Tier 1 capital 
[i.e. to be deducted from the sum of items (i) to (v)].  
 
'Tier II Capital' 
 
Tier-II capital can be said to be subordinate capitals. Elements of Tier 2 Capital 
 
(i) General Provisions and Loss Reserves 
(ii) Debt Capital Instruments issued by the banks;  
(iii) Preference Share Capital Instruments [Perpetual Cumulative Preference Shares (PCPS) / 
Redeemable Non-Cumulative Preference Shares (RNCPS) / Redeemable Cumulative Preference Shares 
(RCPS)] issued by the banks; 
(iv) Stock surplus (share premium) resulting from the issue of instruments included in Tier 2 capital; 
(v) Tier 2 capital instruments issued by consolidated subsidiaries of the bank and held by third parties 
which meet the criteria for inclusion in Tier 2 capital; 
(vi) Revaluation reserves at a discount of 55%; 
(vii) Any other type of instrument generally notified by the Reserve Bank from time to time for 
inclusion in Tier 2 capital; and 
(viii) Less: Regulatory adjustments / deductions applied in the calculation of Tier 2 capital [i.e. to be 
deducted from the sum of items (i) to (vii)]. 
 
……………………………………………………………………………………………………………………………………..................... 
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Payment Banks 
 
A payments bank is like any other bank, but operating on a smaller scale without involving any credit 
risk. In simple words, it can carry out most banking operations but can't advance loans or issue credit 
cards. It can accept demand deposits (up to Rs 1 lakh), offer remittance services, mobile payments / 
transfers / purchases and other banking services like ATM / debit cards, net banking and third party 
fund transfers.  
 
What are they? 
 
New stripped-down type of banks, which are expected to reach customers mainly through their 
mobile phones rather than traditional bank branches.  
 
What they can and can’t do 
 

 They can’t offer loans but can raise deposits of upto Rs. 1 lakh, and pay interest on these 
balances just like a savings bank account does. 

 They can enable transfers and remittances through a mobile phone. 
 They can offer services such as automatic payments of bills, and purchases in cashless, 

chequeless transactions through a phone. 
 They can issue debit cards and ATM cards usable on ATM networks of all banks. 
 They can transfer money directly to bank accounts at nearly no cost being a part of the 

gateway that connects banks. 
 They can provide forex cards to travellers, usable again as a debit or ATM card all over India. 
 They can offer forex services at charges lower than banks. 
 They can also offer card acceptance mechanisms to third parties such as the ‘Apple Pay.’  

 
Who has Reserve Bank granted in-principle approval to be a payment bank? 
 

 Aditya Birla Nuvo Ltd 
 Airtel M Commerce Services Ltd 
 Cholamandalam Distribution Services Ltd 
 Department of Posts 
 Fino PayTech Ltd 
 National Securities Depository Ltd 
 Reliance Industries Ltd 
 Dilip Shantilal Shanghvi 
 Vijay Shekhar Sharma 
 Tech Mahindra Ltd 
 Vodafone m-pesa Ltd 

 
The main objective of payments bank is to widen the spread of payment and financial services to small 
business, low-income households, migrant labour workforce in secured technology-driven 
environment. 
 
……………………………………………………………………………………………………………………………………..................... 
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Universal Banking 
 

 Universal bank is one in which all types of banking facilities are available 
 Universal banks apart from acceptance of various deposits, lend different kinds of loans 
 They also provide services namely – opening demat accounts, provision of safe deposit locker 

facilities, providing safe custody service facilities; selling gold coins, mutual fund products and 
selling insurance products etc. 

 This apart they provide remittance services and products under retail banking and wholesale 
banking 

 
Retail Banking 
 
Retail banking refers to dealing with individuals for comparatively small amount for both deposits as 
well as advances. Typical retail banking products in deposlts are savings / current accounts, fixed 
deposits etc. In advances, retail banking products include home loans, vehicle loans, personal loans 
etc. Nowadays, retail banking is most popular with the banks. 
 
Whole Sale Banking 
 
In contrast to retail banking, it refers to large scale banking with corporate, institutions etc. It covers 
large loans to corporate, channel financing, institutional accounts. 
 
Islamic banking 
 

 They do not provide interest for deposits 
 They also do not collect any interest for the loans granted to the borrowers 

 
Narrow banking 
 

 They accept deposits and invest the amount received from the public in government securities 
 They do not engage themselves in lending activities 
 On account of the above, the profit available to them is found to be very low 

 
Para Banking 
 
Traditionally, banks were into the business of accepting deposits and making loans. However, with the 
changing times, banks have taken up a variety of other functions also such as selling insurance 
products, mutual funds, debit / credit card business accepting variety of fees, earnest money etc. All 
these activities form part of para banking. 
 
Merchant Banking 
 
The merchant bankers are those financial intermediaries who arrange for transfer of capital funds to 
those borrowers who are who are looking for loans. Some common merchant banking activities are: 
 

 Management of the customers’ securities 
 Management of investment portfolio, 
 Appraisal/Management of projects 
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 Issue management and underwriting of shares 
 Syndication of loans 

 
Bancassurance (Banking + Insurance) 
 
Bancassurance is the selling of insurance and banking products through the same channel, most 
commonly through bank branches. The banks cannot sell their own insurance products as they do not 
have the license for this. Hence, they become the corporate agent of some insurance company and sell 
that company’s products. It helps banks to increase the range of products to existing customers and 
also adds new customers. Insurance products offer very good scope for earning fee based income. 
 
Green Banking 
 
It refers to following environmental friendly practices in banking. It includes financing of environment 
friendly projects, financing of anti pollution plant and machinery, minimising the use of paper and 
electricity. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Risk Management  
 
What is Risk? 
Risk refers to ‘a condition where there is a possibility of undesirable occurrence of a 
particular result which is known or best quantifiable and therefore insurable’ . A risk can be 
defined as an unplanned event with financial consequences resulting in loss or reduced earnings.  
 
Type of Risks 
 
The major risks in banking business as commonly referred can be broadly classified into: 
 

 Liquidity Risk 
 Interest Rate Risk 
 Market Risk 
 Credit or Default Risk 
 Operational Risk 

 
Liquidity Risk 
The liquidity risk of banks arises from funding of long-term assets by short-term liabilities, thereby 
making the liabilities subject to rollover or refinancing risk. 
The liquidity risk in banks manifest in different dimensions - 
(a) Funding Risk: Funding Liquidity Risk is defined as the inability to obtain funds to meet cash flow 
obligations. For banks, funding liquidity risk is crucial. This arises from the need to replace net 
outflows due to unanticipated withdrawal/ non-renewal of deposits (wholesale and retail). 
(b) Time Risk: Time risk arises from the need to compensate for non-receipt of expected inflows of 
funds i.e., performing assets turning into non-performing assets. 
(c) Call Risk: Call risk arises due to crystallisation of contingent liabilities. It may also arise when a 
bank may not be able to undertake profitable business opportunities when it arises. 
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Interest Rate Risk 
Interest Rate Risk arises when the Net Interest Margin or the Market Value of Equity (MVE)  of 
an institution is affected due to changes in the interest rates. 
IRR can be viewed in two ways – its impact is on the earnings of the bank or its impact on the 
economic value of the bank’s assets, liabilities and Off-Balance Sheet (OBS) positions. Interest rate 
Risk can take different forms. 
 
Market Risk 
The risk of adverse deviations of the mark-to-market value of the trading portfolio, due to market 
movements, during the period required to liquidate the transactions is termed as Market Risk. This 
risk results from adverse movements in the level or volatility of the market prices of interest rate 
instruments, equities, commodities, and currencies. It is also referred to as Price Risk. 
The term Market risk applies to (i) that part of IRR which affects the price of interest rate instruments, 
(ii) Pricing risk for all other assets/ portfolio that are held in the trading book of the bank and (iii) 
Foreign Currency Risk. 
(a) Forex Risk: Forex risk is the risk that a bank may suffer losses as a result of adverse exchange rate 
movements during a period in which it has an open position either spot or forward, or a combination 
of the two, in an individual foreign currency. 
(b) Market Liquidity Risk: Market liquidity risk arises when a bank is unable to conclude a large 
transaction in a particular instrument near the current market price. 
 
Default or Credit Risk 
Credit risk is more simply defined as the potential of a bank borrower or counterparty to fail to meet 
its obligations in accordance with the agreed terms. For most banks, loans are the largest and most 
obvious source of credit risk. It is the most significant risk, more so in the Indian scenario where the 
NPA level of the banking system is significantly high. 
 
Two variants of credit risk : 
 
(a) Counterparty Risk: This is a variant of Credit risk and is related to non-performance of the 
trading partners due to counterparty’s refusal and or inability to perform. The counterparty risk is 
generally viewed as a transient financial risk associated with trading rather than standard credit risk. 
(b) Country Risk: This is also a type of credit risk where non-performance of a borrower or 
counterparty arises due to constraints or restrictions imposed by a country. Here, the reason of non-
performance is external factors on which the borrower or the counterparty has no control 
 
Credit Risk depends on both external and internal factors. 
The internal factors include Deficiency in credit policy and administration of loan portfolio, Deficiency 
in appraising borrower’s financial position prior to lending, Excessive dependence on collaterals and 
Bank’s failure in post-sanction follow-up, etc. 
The major external factors are the state of Economy, Swings in commodity price, foreign exchange 
rates and interest rates, etc. 
Credit Risk can’t be avoided but can be mitigated by applying various risk-mitigating processes – 

 Banks should assess the credit-worthiness of the borrower before sanctioning loan i.e., Credit 
rating of the borrower should be done beforehand. Credit rating is the main tool of measuring 
credit risk and it also facilitates pricing the loan. 

 By applying a regular evaluation and rating system of all investment opportunities, banks can 
reduce its credit risk as it can get vital information of the inherent weaknesses of the account. 

www.b
an

kp
ro

m
ot

ion
ex

am
s.c

om

http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/
http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/


www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 
Facebook Groups -      JAIIB CAIIB STUDY MATERIALS / CAIIB DISCUSSION 

                                             BANK PROMOTION EXAMS / ONLY FOR BANKERS 
murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

………………………………………………………………………………………………………………………...………………………………… 

 

………………………………………………………….…………………………………………………………………………………………… 
www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 

murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

21 

 Banks should fix prudential limits on various aspects of credit – benchmarking Current Ratio, 
Debt-Equity Ratio, Debt Service Coverage Ratio, Profitability Ratio etc. 

 There should be maximum limit exposure for single/ group borrower. 
 There should be provision for flexibility to allow variations for very special circumstances. 
 Alertness on the part of operating staff at all stages of credit dispensation – appraisal, 

disbursement, review/ renewal, post-sanction follow-up can also be useful for avoiding credit 
risk. 

 
Operational Risk 
Basel Committee for Banking Supervision has defined operational risk as ‘the risk of loss resulting from 
inadequate or failed internal processes, people and systems or from external events’. Managing 
operational risk has become important for banks due to the following reasons: 

 Higher level of automation in rendering banking and financial services 
 Increase in global financial inter-linkages 
 Scope of operational risk is very wide because of the above-mentioned reasons. 

 
Two of the most common operational risks are : 
 
(a) Transaction Risk: Transaction risk is the risk arising from fraud, both internal and external, failed 
business processes and the inability to maintain business continuity and manage information. 
(b) Compliance Risk: Compliance risk is the risk of legal or regulatory sanction, financial loss or 
reputation loss that a bank may suffer as a result of its failure to comply with any or all of the 
applicable laws, regulations, codes of conduct and standards of good practice. It is also called integrity 
risk since a bank’s reputation is closely linked to its adherence to principles of integrity and fair 
dealing. 
Other Risks 
Apart from the above-mentioned risks, following are the other risks confronted by Banks in course of 
their business operations – 
(a) Strategic Risk: Strategic Risk is the risk arising from adverse business decisions, improper 
implementation of decisions or lack of responsiveness to industry changes. 
(b) Reputation Risk: Reputation Risk is the risk arising from negative public opinion. This risk may 
expose the institution to litigation, financial loss or decline in customer base. 
 
Risk Management 
 
Risk Management is actually a combination of management of uncertainty, risk, equivocality 
and error. Uncertainty – where the outcomes cannot be estimated even randomly, arises due to lack 
of information and this uncertainty gets transformed into risk (where the estimation of outcome is 
possible) as information gathering progresses. 
 
Initially, the Indian banks have used risk control systems that kept pace with legal environment and 
Indian accounting standards. But with the growing pace of deregulation and associated changes in the 
customer’s behaviour, banks are exposed to mark-to-market accounting. 
 
Therefore, the challenge of Indian banks is to establish a coherent framework for measuring 
and managing risk consistent with corporate goals and responsive to the developments in 
the market. As the market is dynamic, banks should maintain vigil on the convergence of regulatory 
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frameworks in the country, changes in the international accounting standards and finally and most 
importantly changes in the clients’ business practices. 
 
Therefore, the need of the hour is to follow certain risk management norms suggested by the RBI and 
BIS. 
 
Role of RBI in Risk Management in Banks 
 
Here, we will discuss the role of RBI in Risk Management and how the tools called CAMELS was used 
by RBI to evaluate the financial soundness of the Banks. CAMELS is the collective tool of six 
components namely 
 

Capital Adequacy 
Asset Quality 
Management 
Earnings Quality 
Liquidity 
Sensitivity to Market risk 
 

The CAMEL was recommended for the financial soundness of bank in 1988 while the sixth component 
called sensitivity to market risk (S) was added to CAMEL in 1997. 
In India, the focus of the statutory regulation of commercial banks by RBI until the early 1990s was 
mainly on licensing, administration of minimum capital requirements, pricing of services including 
administration of interest rates on deposits as well as credit, reserves and liquid asset requirements. 
RBI in 1999 recognised the need of an appropriate risk management and issued guidelines to banks 
regarding assets liability management, management of credit, market and operational risks. The 
entire supervisory mechanism has been realigned since 1994 under the directions of a newly 
constituted Board for Financial Supervision (BFS),  which functions under the aegis of the RBI, to 
suit the demanding needs of a strong and stable financial system. 
A process of rating of banks on the basis of CAMELS in respect of Indian banks and CACS (Capital, 
Asset Quality, Compliance and Systems & Control) in respect of foreign banks has been put in place 
from 1999. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Asset Liability Management (ALM) 
 
It is “a risk management technique designed to earn an adequate return while maintaining a 
comfortable surplus of assets beyond liabilities. It takes into consideration interest rates, earning 
power and degree of willingness to take on debt. 
 
The ALM process rests on three pillars: 
 
1) ALM information systems 
2) Management Information System 
3) Information availability, accuracy, adequacy and expediency 
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ALM involves identification of Risk parameters, Risk identification, Risk measurement and Risk 
management and framing of Risk policies and tolerance levels. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Know Your Customer (KYC) 
 
It is the process of a business identifying and verifying the identity of its clients. Banks should frame 
their KYC policies incorporating the following four key elements: 
 

 Customer Acceptance Policy; 
 Customer Identification Procedures; 
 Monitoring of Transactions; and 
 Risk Management. 

 
KYC FAQ 
 
Q1. What is KYC? Why is it required? 
KYC means “Know Your Customer”. It is a process by which banks obtain information about the 
identity and address of the customers. This process helps to ensure that banks’ services are not 
misused. The KYC procedure is to be completed by the banks while opening accounts. Banks are also 
required to periodically update their customers’ KYC details. 
 
Q2. What are the KYC requirements for opening a bank account? 
To open a bank account, one needs to submit a ‘proof of identity and proof of address’ together with 
a recent photograph. 
 
Q3. What are the documents to be given as ‘proof of identity’ and ‘proof of address’? 
The Government of India has notified six documents as ‘Officially Valid Documents’ (OVDs) for the 
purpose of producing proof of identity. These six documents are Passport, Driving Licence, Voters’ 
Identity Card, PAN Card, Aadhaar Card issued by UIDAI and NREGA Job Card. You need to submit any 
one of these documents as proof of identity. If these documents also contain your address details, 
then it would also be accepted as ‘proof of address’. If the document submitted by you for proof of 
identity does not contain address details, then you will have to submit another officially valid 
document which contains address details. 
 
Q4. If I do not have any of the documents listed above to show my ‘proof of identity’, can I still open a 
bank account? 
Yes. You can still open a bank account known as ‘Small Account’ by submitting your recent photograph 
and putting your signature or thumb impression in the presence of the bank official. 
 
Q5. Is there any difference between such ‘small accounts’ and other accounts 
Yes. The ‘Small Accounts’ have certain limitations such as: 

 balance in such accounts at any point of time should not exceed Rs.50,000 
 total credits in one year should not exceed Rs.1,00,000 
 total withdrawal and transfers in a month should not exceed Rs.10,000 
 Foreign remittances cannot be credited to such accounts. 
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Such accounts remain operational initially for a period of twelve months and thereafter, for a further 
period of twelve months if the holder of such an account provides evidence to the bank of having 
applied for any of the officially valid documents within twelve months of the opening of such account. 
 
Q6. Would it be possible, if I do not have any of the officially valid documents, to have a bank account, 
which is not subjected to any limitations as in the case of ‘small accounts’? 
A normal account can be opened by submitting a copy of any one of the following documents as Proof 
of Identity (PoI): 
(i) Identity card with person’s photograph issued by Central/State Government Departments, 
Statutory/Regulatory Authorities, Public Sector Undertakings, Scheduled Commercial Banks, and 
Public Financial Institutions; 
or 
(ii) letter issued by a gazetted officer, with a duly attested photograph of the person. 
 
For Proof of Address (PoA), you may submit the following documents: 
 

 Utility bill, which is not more than two months old, of any service provider (electricity, 
telephone, post-paid mobile phone, piped gas, water bill); 

 Property or Municipal Tax receipt; 
 Bank account or Post Office savings bank account statement; 
 Pension or family Pension Payment Orders (PPOs) issued to retired employees by Government 

Departments or Public Sector Undertakings, if they contain the address; 
 Letter of allotment of accommodation from employer issued by State or Central Government 

departments, statutory or regulatory bodies, public sector undertakings, scheduled 
commercial banks, financial institutions and listed companies. Similarly, leave and license 
agreements with such employers allotting official accommodation; and 

 Documents issued by Government departments of foreign jurisdictions or letter issued by 
Foreign Embassy or Mission in India. 

This, however, is not a general rule and it is left to the judgement of the banks to decide whether this 
simplified procedure can be adopted in respect of any customer. 

 
Q7. If my name has been changed and I do not have any OVD in the new name, how can I open an 
account? 
A copy of the marriage certificate issued by the State Government or Gazette notification indicating 
change in name together with a certified copy of the ‘Officially Valid Documents’ in the prior name of 
the person is to be furnished for opening of account in cases of persons who change their names on 
account of marriage or otherwise. 
 
Q8. Are banks required to categorise their customers based on risk assessment? 
Yes, banks are required to classify their customers into ‘low’, ‘medium’ and ‘high’ risk categories 
depending on their AML risk assessment. 
 
Q9. Do banks inform customers about this risk categorisation? 
No 
 
Q10. If I refuse to provide requested documents for KYC to my bank for opening an account, what may 
be the result? 
If you do not provide the required documents for KYC, the bank will not be able to open your account. 
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Q11. Can I open a bank account with only an Aadhaar card? 
Yes, Aadhaar card is accepted as a proof of both identity and address. 
 
Q12. Is it compulsory to furnish Aadhaar Card for opening an account? 
No. you may furnish Aadhaar card or any of the other five OVDs for opening an account. 
 
Q13. What is e-KYC? How does e-KYC work? 
e-KYC refers to electronic KYC. 
e-KYC is possible only for those who have Aadhaar numbers. While using e-KYC service, you have to 
authorise the Unique Identification Authority of India (UIDAI), by explicit consent, to release your 
identity/address through biometric authentication to the bank branches/business correspondent (BC). 
The UIDAI then transfers your data comprising your name, age, gender, and photograph electronically 
to the bank. Information thus provided through e-KYC process is permitted to be treated as an 
‘Officially Valid Document’ under PML Rules and is a valid process for KYC verification. 
 
Q14. Is introduction necessary while opening a bank account? 
No, introduction is not required. 
 
Q15. If I am staying in Chennai but if my proof of address shows my address of New Delhi, can I still 
open an account in Chennai? 
Yes. You can open a bank account in Chennai even if the address in the “Officially Valid Document” is 
that of New Delhi and you do not have a proof of address for your Chennai address. In such case, you 
can submit the officially valid document having your New Delhi address, together with a declaration 
about your Chennai address for communication purposes. 
 
Q16. Can I transfer my existing bank account from one place to another? Do I need to undergo full KYC 
again? 
It is possible to transfer an account from one branch to another branch of the same bank. There is no 
need to undergo KYC exercise again for such transfer. However, if there is a change of address, then 
you will have to submit a declaration about the current address. If the address appearing in the 
‘Officially Valid Documents’ (OVDs) submitted for proof of address is no longer your valid address (i.e. 
neither your permanent address nor your current address), you need to get an Officially Valid 
Document for Proof of Address containing the current or the permanent address and furnish the same 
within six months. In case of opening an account in another bank, however, you will have to undergo 
KYC exercise afresh. 
 
Q17. Do I have to furnish KYC documents for each account I open in a bank even though I have 
furnished the documents of proof of identity and address? 
No, if you have opened a KYC compliant account with a bank, other than a ‘small account’, then for 
opening another account with the same bank, furnishing of documents is not necessary. 
 
Q18. For which banking transactions do I need to quote my PAN number? 
PAN number needs to be quoted for transactions such as account opening, transactions above 
Rs.50,000 (whether in cash or non-cash), etc. A full list of transactions where PAN number needs to be 
quoted can be accessed from website of Income Tax Department at the following URL:  
http://www.incometaxindia.gov.in/_layouts/15/dit/pages/viewer.aspx?grp=rule&cname=CMSID&cval
=103120000000007541&searchFilter=&k=114b&IsDlg=0 
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Q19. Whether KYC is applicable for Credit/Debit cards? 
Yes. KYC exercise is necessary for Credit/ Smart Cards and also in respect of add-on/ supplementary 
cards. Since debit cards are issued only to account holders and accounts are opened only after the KYC 
procedure is completed, there is no need for separate KYC for issuing debit card. 
 
Q20. I do not have a bank account. But I need to make a remittance. Is KYC applicable to me? 
Yes. KYC exercise needs to be done for all those who want to make domestic remittances of Rs. 50,000 
and above and all foreign remittances. 
 
Q21. Can I purchase a Demand Draft/Payment Order/Travellers Cheque against cash? 
Yes, Demand Draft/Payment Order/Travellers Cheques for below Rs.50,000/- can be purchased 
against cash and such instruments for Rs. 50000/- and above can be issued only by way of debiting the 
customer's account or against cheques. 
 
Q22. Do I need to submit KYC documents to the bank while purchasing third party products (like 
insurance or mutual fund products) from banks? 
Yes, all customers who do not have accounts with the bank (known as walk-in customers) have to 
produce proof of identity and address while purchasing third party products from banks if the 
transaction is for Rs.50,000 and above. KYC exercise will not be necessary for bank’s own customers 
for purchasing third party products. However, instructions to make payment by debit to customers’ 
accounts or against cheques for remittance of funds/issue of travellers’ cheques, sale of 
gold/silver/platinum and the requirement of quoting PAN number for transactions of Rs.50,000 and 
above will be applicable to purchase of third party products from bank by its customers as also to 
walk-in customers. 
 
Q23. My KYC was completed when I opened the account. Why does my bank insist on doing KYC 
again? 
Banks are required to periodically update KYC records. This is a part of their ongoing due diligence on 
bank accounts. The periodicity of such updation varies from account to account depending on its risk 
categorisation by the bank. Periodic updation of records also helps prevent frauds in customer 
accounts. 
 
Q24. What are the rules regarding periodic updation of KYC? 
Different periodicities have been prescribed for updation of KYC records depending on the risk 
perception of the bank. KYC is required to be done at least once in two years for high risk customers, 
once in eight years for medium risk customers and once in ten years for low risk customers. This 
exercise would involve all formalities for KYC normally taken at the time of opening the account. 
While periodic updation of KYC has to be carried out in respect of customer categorised as ‘low risk’ 
also, if there is no change in status with respect to the identity (change in name, etc.) and/or address 
of such customers the banks may ask such customers to submit only a self-certification about ‘no-
change in status’ at the time of periodic updation. Banks may not ask such customers to submit copies 
of ‘Officially Valid Documents’ for periodic updation. 
In case of change of address of such ‘low risk’ customers, they could merely forward a certified copy 
of the document (proof of address) by mail/post, etc. Physical presence of such low risk customer is 
not required at the time of periodic updation. 
Customers who are minors have to submit fresh photograph on becoming major. 
 

www.b
an

kp
ro

m
ot

ion
ex

am
s.c

om

http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/
http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/


www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 
Facebook Groups -      JAIIB CAIIB STUDY MATERIALS / CAIIB DISCUSSION 

                                             BANK PROMOTION EXAMS / ONLY FOR BANKERS 
murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

………………………………………………………………………………………………………………………...………………………………… 

 

………………………………………………………….…………………………………………………………………………………………… 
www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 

murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

27 

Q25. What if I do not provide the KYC documents at the time of periodic updation? 
If you do not provide your KYC documents at the time of periodic updation, bank has the option to 
close your account. Before closing the account, the bank may, however, impose ‘partial freezing’ (i.e. 
initially allowing all credits and disallowing all debits while giving an option to you to close the account 
and take your money back). Later, even credits also would not be allowed. The ‘partial freezing’ 
however, would be exercised by the bank after giving you due notice. 
 
Q26. How is partial freezing imposed? 
Partial freezing is imposed in the following ways: 

 Banks have to give due notice of three months initially to the customers before exercising the 
option of ‘partial freezing’. 

 After that a reminder for further period of three months will be issued. 
 Thereafter, banks shall impose ‘partial freezing’ by allowing all credits and disallowing all 

debits with the freedom to close the accounts. 
 If the accounts are still KYC non-compliant after six months of imposing initial ‘partial freezing’ 

banks shall disallow all debits and credits from/to the accounts, classifying them inoperative. 
 
Meanwhile, the account holders can revive accounts by submitting the KYC documents. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Money Laundering 
 
Money laundering is the process of creating the appearance that large amounts of money obtained 
from serious crimes, such as drug trafficking or terrorist activity, originated from a legitimate source. 
 
There are three steps involved in the process of laundering money: placement, layering, and 
integration. 

 Placement refers to the act of introducing "dirty money" (money obtained through 
illegitimate, criminal means) into the financial system in some way; 

 "layering" is the act of concealing the source of that money by way of a series of complex 
transactions and bookkeeping gymnastics; and 

 integration refers to the act of acquiring that money in purportedly legitimate means. 
 
Anti Money Laundering - AML' 
 
Anti-money laundering (AML) refers to a set of procedures, laws or regulations designed to stop the 
practice of generating income through illegal actions. 
 
AML laws and regulations target activities that include market manipulation, trade of illegal goods, 
corruption of public funds and evasion of tax, as well as all activities that aim to conceal these deeds. 
Maintenance of records of transactions 
 
Banks should introduce a system of maintaining proper record of transactions prescribed under Rule 3 
of PML Rules, 2005, as mentioned below: 
 

 all cash transactions of the value of more than Rupees Ten Lakh or its equivalent in foreign 
currency; 
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 all series of cash transactions integrally connected to each other which have been valued 
below Rupees Ten Lakh or its equivalent in foreign currency where such series of transactions 
have taken place within a month and the aggregate value of such transactions exceeds Rupees 
Ten Lakh; 

 all transactions involving receipts by non-profit organisations of value more than rupees ten 
lakh or its equivalent in foreign currency [Ref: Government of India Notification dated 
November 12, 2009- Rule 3,sub-rule (1) clause (BA) of PML Rules] 

 all cash transactions where forged or counterfeit currency notes or bank notes have been 
used as genuine and where any forgery of a valuable security or a document has taken place 
facilitating the transaction and 

 All suspicious transactions whether or not made in cash and by way of as mentioned in the 
Rules. 

 
……………………………………………………………………………………………………………………………………..................... 
 
Business Correspondents / Business Facilitators (BCBF) Model 
 
BCs are permitted to carry out transactions on behalf of the bank as agents. 
 
BFs can refer clients, pursue the clients' proposal and facilitate the bank to carry out its transactions, 
but cannot transact on behalf of the bank. 
 
Products offered by Business Correspondents:  
 
The following products are to be offered by the CSPs to their clients.  
 

a. No Frills Savings Bank accounts  
b. Recurring Deposit Accounts  
c. Remittances  
d. Fixed Deposit  
e. Overdraft/Retail loans  
f. KCC/GCC (Kisan Credit Card/ General Credit Card)  
g. Third party financial products  

 
Who is Eligible for BC? 
 

 NGOs/ MFIs set up under Indian Societies/ Trust Acts. (Care: excluding NBFC) 
 Societies registered under mutually aided co-op. societies (MACs) Act or the Coop. Acts of 

States. 
 Section 25 companies. 
 Post Offices. 
 Retired Bank employees 
 Ex-Service men. 
 Retired Govt. Employees. 
 Individual kirana/ medical/fair price shop owners. 
 Individual Public Call Office (PCO) operators. 
 Agents of small savings schemes of Government of India/ Insurance Companies. 
 Individual who own petrol pumps. 
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 Retired teachers. 
 Authorized functionaries of well run Self Help Groups (SHGs) linked to banks. 
 Individual member of Farmer's Clubs. 
 Individual operators of Rural Multipurpose kiosks/ Village Knowledge Centres 
 Individuals/ proprietors/ owners who manage Agri Clinics/ Agri Business Centres. 
 Retired Post Masters. 
 Individuals such as auto dealers, tractor dealers and FMCG stockiest. 
 Insurance agents including of private insurance companies (IRDA certified) and postal agents. 
 Individuals operating Common Services Centres (CSCs) established by Service Centre Agencies 

(SCAs) under the National e-Governance Plan (NeGP). 
 For profit companies 
 Any other individual considered suitable by the selection committee. 

 
Functions / Activities of Business Facilitators  
 

(i) Identification of borrowers and fitment of activities  
(ii) Collection and preliminary processing of loan applications including verification of primary 
information/data  
(iii) Creating awareness about savings and other products and education and advice on managing 
money and debt counseling  
(iv) Processing and submission of applications to banks  
(v) Promotion and nurturing Self Help Groups/Joint Liability Groups  
(vi) Post-sanction monitoring  
(vii) Monitoring and handholding of Self Help Groups/Joint Liability Groups/Credit Groups/others  
(viii) Follow-up for recovery.  

 
Who is Eligible for Business Facilitator (BFs)  
 

 Under the "Business Facilitator" model, banks may use the services of intermediaries such as: 
 NGOs/SHGs 
 Farmers Clubs 
 Cooperatives 
 Community based organizations 
 IT enabled rural outlets of corporate entities 
 Post Offices 
 Insurance agents 
 Well functioning Panchayats 
 Village Knowledge Centres 
 Agri Clinics 
 Agri Business Centres 
 Krishi Vigyan Kendras 
 KVIC/KVIB units 

 
The products that can be canvassed by the BC acting also as Business facilitator are:  
 

a. Loans against Valuable securities/own deposits  
b. Gold Loans  
c. General purpose Credit card (GCC)  
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d. Kisan Credit Card (KCC)  
e. Loans to SHGs/JLGs  
f. Current Account  
g. Savings Bank account (other than No Frills Account)  
h. Term Deposits  
I. Recurring Deposits  
j. Mutual funds on a referral basis  
k. Insurance (Life and Non Life), Pension and any other third party financial product. 

 
……………………………………………………………………………………………………………………………………..................... 
 
Important Committees on Banking 
 

 A C Shah Committee: NBFC 

 A Ghosh Committee: Final Accounts 

 A Ghosh Committee: Modalities Of Implementation Of New 20 Point Programme 

 A Ghosh Committee: Frauds & Malpractices In Banks 

 AbidHussain Committee: Development Of Capital Markets 

 Adhyarjuna Committee: Changes In NI Act And Stamp Act 

 AK Bhuchar Committee: Coordination Between Term Lending Institutions And Commercial 

Banks. 

 B Eradi Committee: Insolvency And Wind Up Laws 

 B Sivaraman Committee: Institutional Credit For Agricultural & Rural Development 

 B Venkatappaiah Committee: All India Rural Credit Review 

 BD Shah Committee: Stock Lending Scheme 

 BD Thakar Committee: Job Criteria In Bank Loans (Approach) 

 Bhagwati Committee: Unemployment 

 Bhagwati Committee: Public Welfare 

 Bhave Committee: Share Transfer Reforms 

 Bhide Committee: Coordination Between Commercial Banks And SFC’s 

 Bhootlingam Committee: Wage, Income & Prices. 

 C Rao Committee: Agricultural Policy 

 CE Kamath Committee: Multi Agency Approach In Agricultural Finance 

 Chatalier Committee: Finance To Small Scale Industry 

 Chesi Committee: Direct Taxes 

 Cook committee (On Behalf Of BIS – Under Basel Committee ):Capital Adequacy Of Banks. 

 D R Mehta Committee: Review Progress And Recommend Improvement Measures Of IRDP 

 Damle Committee: MICR 

 Dandekar Committee: Regional Imbalances 

 Dantwala Committee: Estimation Of Employments 

 Dave Committee: Mutual Funds (Functioning) 

 Dharia Committee: Public Distribution System 

 DR Gadgil Committee: Agricultural Finance 

 Dutta Committee: Industrial Licensing. 
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 G Lakshmai Narayan Committee: Extension Of Credit Limits On Basis Of Consortium 

 G Sundaram Committee: Export Credit 

 Gadgil Committee (1969): Lead Banking System 

 Godwala Committee: Rural Finance 

 Goiporia Committee: Customer Service In Banks 

 GS Dahotre Committee: Credit Requirements Of Leasing Industry 

 GS Patel Committee: Carry Forward System On Stock Exchanges. 

 Hathi Committee: Soiled Banknotes 

 Hazari Committee (1967): Industrial Policy. 

 IT Vaz Committee: Working Capital Finance In Banks. 

 J Reddy Committee: Reforms In Insurance Sector 

 James Raj Committee: Functioning Of Public Sector Banks 

 Jankiramanan Committee: Securities Transactions Of Banks & Financial Institutions. 

 JV Shetty Committee: Consortium Advances. 

 K Madhav Das Committee: Urban Cooperative Banks 

 Kalyansundaram Committee: Introduction Of Factoring Services In India 

 Kamath Committee: Education Loan Scheme 

 Karve Committee: Small Scale Industry 

 KB Chore Committee: To Review The Symbol Of Cash Credit Q 

 Khanna Committee: Non Performing Assets 

 Khusrau Committee: Agricultural Credit 

 KS Krishnaswamy Committee: Role Of Banks In Priority Sector And 20 Point Economic 

Programme. 

 L K Jha Committee: Indirect Taxes 

 LC Gupta Committee: Financial Derivatives. 

 Mahadevan Committee: Single Window System 

 Mahalanobis Committee: Income Distribution 

 Marathe Committee: Licensing Of New Banks 

 ML Dantwala Committee: Regional Rural Banks 

 Mrs. KS Shere Committee: Electronic Fund Transfer. 

 Nadkarni Committee: Improved Procedures For Transactions In PSU Bonds And Units 

 Nariman Committee: Branch Expansion Programme 

 Narsimham Committee: Financial System. 

 OmkarGoswami Committee: Industrial Sickness And Corporate Restructuring. 

 P R Nayak Committee: Institutional Credit To SSI Sector 

 P Selvam Committee: Non Performing Assets Of Banks 

 PC Luther Committee: Productivity, Operational Efficiency & Profitability Of Banks 

 PD Ojha Committee: Service Area Approach 

 Penderkar Committee: Review The System Of Inspection Of Commercial, RRB And Urban 

Cooperative Banks 

 Pillai Committee: Pay Scales Of Bank Officers 

 PL Tandon Committee: Export Strategy 

 PR Khanna Committee: Develop Appropriate Supervisory Framework For NBFC 
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 Purshottam Das Committee: Agricultural Finance And Cooperative Societies. 

 R Jilani Banks: Inspection System Of Banks 

 R S Saria Committee: Agricultural Finance And Cooperative Societies 

 Raghavan Committee: Competition Law 

 Raja Chelliah Committee: Tax Reforms 

 Rajamannar Committee: Centre – State Fiscal Relationships 

 Rajamannar Committee: Changes In Banking Laws , Bouncing Of ChequesEtc 

 Rakesh Mohan Committee:Petro Chemical Sector 

 Ram NiwasMirdha Committee (JPC): Securities Scam 

 Rangrajan Committee: Computerization Of Banking Industry 

 Rangrajan Committee: Public Sector Disinvestment 

 Rashid Jilani Committee: Cash Credit System 

 Ray Committee: Industrial Sickness 

 RG Saraiya Committee (1972): Banking Commission 

 RH Khan Committee: Harmonization Of Banks And Ssis 

 RK Hajare Committee: Differential Interest Rates Scheme 

 RK Talwar Committee: Customer Service 

 RK Tlwar Committee: Enactment Having A Bearing On Agro Landings By Commercial Banks 

 RN Malhotra Committee: Reforms In Insurance Sector 

 RN Mirdha Committee: Cooperative Societies 

 RV Gupta Committee: Agricultural Credit Delivery. 

 S Padmanabhan Committee: Onsite Supervision Function Of Banks 

 S Padmanabhan Committee: Inspection Of Banks (By RBI) 

 Samal Committee: Rural Credit 

 SC Choksi Committee: Direct Tax Law 

 Shankar LalGauri Committee: Agricultural Marketing 

 SK Kalia Committee: Role Of NGO And SHG In Credit 

 SL Kapoor Committee: Institutional Credit To SSI 

 Sodhani Committee: Foreign Exchange Markets In NRI Investment In India 

 SS Kohli Committee: Rehabilitation Of Sick Industrial Units 

 SS Kohli Committee: Rationalization Of Staff Strength In Banks 

 SS Kohli Committee: Willful Defaulters 

 SS Nadkarni Committee: Trading In Public Sector Banks 

 SS Tarapore Committee: Capital Account Convertibility 

 SukhmoyChakravarty Committee: To Review The Working Of Monetary System 

 Tambe Committee: Term Loans To SSI 

 Tandon Committee: Follow Up Of Bank Credit 

 Tandon Committee: Industrial Sickness 

 Thakkar Committee: Credit Schemes To Self Employed 

 Thingalaya Committee: Restructuring Of RRB 

 Tiwari Committee: Rehabilitation Of Sick Industrial Undertakings. 

 UK Sharma Committee: Lead Bank Scheme (Review) 

 UshaThorat Panel: Financial Inclusion. 
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 Vaghul Committee: Mutual Fund Scheme 

 Varshney Committee: Revised Methods For Loans (>2 Lakhs) 

 Venketaiya Committee: Review Of Rural Financing System 

 Vipin Malik Committee: Consolidated Accounting By Banks 

 VT Dehejia Committee: To Study Credit Needs Of Industry And Trade Likely To Be Inflated 

 Vyas Committee: Rural Credit. 

 Wanchoo Committee: Direct Taxes 

 WS Saraf Committee: Technology Issues in Banking Industry. 

 Y H Malegam Committee: Disclosure Norms For Public Issues 

 YV Reddy Committee: Reforms in Small Savings. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Ultra Small Branches (USBs) 
 
They are 'ultra small branches' in rural centres from where Business Correspondents (BCs) can conduct 
operations on behalf of banks. The base branch will have to provide oversight to the BC outlets which 
will include periodic visits by officers of the base branch to these outlets and to other places of 
functioning of BCs. 
 
USBs may be set up between the base branch and BC locations to provide support to about 8-10 BC 
units at a distance of 3-4 km. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Direct Benefit Transfer (DBT) 
 
Direct Benefit Transfer or DBT is an attempt to change the mechanism of transferring subsidies 
launched by Government of India on 1 January 2013. This program aims to transfer subsidies directly 
to the people through their bank accounts.  In DBT, benefit or subsidy will be directly transferred to 
citizens living below poverty line. Central Plan Scheme Monitoring System (CPSMS), being 
implemented by the Office of Controller General of Accounts, will act as the common platform for 
routing DBT.  
 
Programs part of DBT 
 
National Child Labour Project 
Student Scholarship 
LPG subsidy 
 
……………………………………………………………………………………………………………………………………..................... 
 
Subprime Lending 
 
Subprime Lending means making loans to people who may have difficulty maintaining the repayment 
schedule, sometimes reflecting setbacks, such as unemployment, divorce, medical emergencies, etc. 
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The term subprime refers to the credit quality of particular borrowers, who have weakened credit 
histories and a greater risk of loan default than prime borrowers. 
 
Subprime borrowers have credit ratings that might include: 
 

 limited debt experience (so the lender's assessor simply does not know, and assumes the 
worst), or 

 no possession of property assets that could be used as security (for the lender to sell in case of 
default) 

 excessive debt (the known income of the individual or family is unlikely to be enough to pay 
living expenses + interest + repayment), 

 a history of late or sometimes missed payments so that the loan period had to be extended, 
 failures to pay debts completely (default debt), and 
 any legal judgments such as "orders to pay" or bankruptcy (sometimes known in Britain as 

county court judgments or CCJs). 
 
……………………………………………………………………………………………………………………………………..................... 
 
Money Market Instruments 
 
A money market is a segment of the financial market in which financial instruments with high liquidity 
and very short maturities are traded. The money market is used by participants as a means for 
borrowing and lending in the short term, from several days to just under a year. 
 
Types of Money Market Instruments 
 

 Treasury Bills (T-Bills) 
 Certificates of Deposit 
 Commercial Papers 
 Bankers' Acceptances 
 Repurchase Agreements 

 
……………………………………………………………………………………………………………………………………..................... 
 
Call Money, Notice Money and Term Money 
 
Call Money, Notice Money and Term Money markets are sub-markets of the Indian Money Market. 
These refer to the markets for very short term funds.  Notice Money is also known as Short Notice 
Money. 
 

 Call Money refers to the borrowing or lending of funds for 1 day. 
 Notice Money refers to the borrowing and lending of funds for 2-14 days. 
 Term money refers to borrowing and lending of funds for a period of more than 14 days. 

 
……………………………………………………………………………………………………………………………………..................... 
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Ways and Means Advances (WMA) 
 
All state Governments are required to maintain a minimum reserve balance with RBI, but it depends 
upon the size of the economy of the state and its budget. 
 
However, there are times, when there is a temporary mismatch in the cash flow of the receipts and 
payments of the State Governments. To handle this mismatch, there is a WMA scheme / facility which 
refer to Ways and Means Advances. RBI makes WMA to the state governments for a period of 90 Days. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Bank Rate 
 
Bank rate is the rate at which central bank (RBI) lends money to commercial banks for meeting 
shortfall for a long period without selling or buying any security. 
 
Repo rate 
 
Rate at which central bank (RBI) lends money to commercial bank for short term liquidity needs. This 
involves bank selling securities to RBI to borrow the money with an agreement to repurchase 
(repurchase agreement) them at a later date and at a predetermined price. 
 
Reverse Repo Rate 
 
This is exact opposite of Repo rate. Reverse repo rate is the rate at which Central bank (RBI) borrows 
money from commercial banks by selling securities. This involves RBI selling securities to banks to 
borrow the money with an agreement to repurchase (repurchase agreement) them at a later date and 
at a predetermined price. 
 
Marginal Standing Facility Rate (MSF) 
 
Marginal Standing Facility (MSF) rate refers to the rate at which the scheduled banks can borrow funds 
overnight from RBI against government securities. MSF is a very short term borrowing scheme for 
scheduled commercial banks. 
 
Cash Reserve Ratio (CRR) 
 
Cash Reserve Ratio (CRR) is a specified minimum fraction of the total deposits of customers, which 
commercial banks have to hold as reserves  in the form of cash with the central bank(RBI). CRR serves 
two purposes. It ensures that a portion of bank deposits is totally risk-free and secondly it enables that 
RBI control liquidity in the system. 
 
Statutory Liquidity Ratio (SLR) 
 
SLR is  the percentage of total net demand and time liabilities (NDTL) that commercial banks need to 
maintain in the form of gold, government approved securities before providing credit to the 
customers. 
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Net demand and Time Liability (NDTL) 
 
Demand Liabilities  
 
Demand Liabilities of a bank are liabilities which are payable on demand. These include  Saving 
account deposits,Currents account deposits,Matured fixed deposits,Demand Drafts (DDs) etc.. 
 
Time Liabilities 
 
Time Liabilities are the liabilities a commercial bank is liable to pay to the customers after a specific 
time period.This includes fixed deposits, cash certificates, cumulative and recurring deposits ect.. 
 
NDTL= (Demand Liablities + Time Liabilities) - Interbanks Deposits. 
 
Liquidity adjustment facility (LAF) 
 
Liquidity adjustment facility (LAF) is the monetary policy tool by which RBI controls the liquidity in 
money market. LAF allows banks to borrow money through repurchase agreements. Two components 
of LAF are repo rate and reverse repo rate. 
 

 While repo injects liquidity into the system, the Reverse repo absorbs the liquidity from the 
system. 

 To inject more money in to the market RBI lowers Repo rate and to absorb money from money 
market RBI increases the Repo rate. 

 Reverse repo rate is usually 1% less than repo rate. 
 CRR and SLR are also used by RBI for liquidity control. 
 As CRR and SLR goes high, funds available with banks for providing credit to customers lower 

and thus reduces money flow which in turn reduces liquidity. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Derivatives 
 
Derivatives are instruments that derive their value from an underlying security like a share, debt 
instrument, currency or commodity. Futures and options are the two type of derivatives commonly 
traded.  
 
Futures 
 
A futures contract is an agreement between two parties to buy or sell an asset at a certain time in the 
future at a certain price. 
 
Such an agreement works for those who do not have the money to buy the contract now but can bring 
it in at a certain date. These contracts are mostly used for arbitrage by traders. It means traders buy a 
stock at a low price in the cash market and sell it at a higher price in the futures market or vice versa. 
The idea is to play on the price difference between two markets for the same stock. In case of futures 
contracts, the obligation is on both the buyer and the seller to execute the contract at a certain date. 
Futures contracts are special types of forward contracts. 
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Options 
 
An Option gives the buyer the right but not the obligation. As a buyer, you may choose to let the 
option to buy call or put option lapse. The seller has an obligation to comply with the contract. In the 
case of a futures contract, there is an obligation on the part of both the buyer and the seller. 
 
Options are of two types - Calls and Puts options: 
 
'Calls' give the buyer the right, but not the obligation to buy a given quantity of the underlying asset, at 
a given price on or before a given future date. 
 
'Puts' give the buyer the right, but not the obligation to sell a given quantity of underlying asset at a 
given price on or before a given future date. 
 
Mortgage-backed Securities (MBS): any kind of asset-backed security where the underlying assets are 
mortgages. May have one class (tranche), as in the case of pass-through securities, or many classes. 
 
Collateralized Debt Obligations (CDO): the underlying assets can be any kind of debt (bonds, 
mortgages, even other ABS). Always has multiple tranches with different priority of payments. 
 
An MBS with a CDO-like structure is called a CMO (collateralized morgage obligation). There is a big 
difference in the typical purpose of CMOs vs other CDOs though: 
 
CDOs are mainly about apportioning credit risk -- the low-priority tranches buffer the high-priority 
tranches from the risk that some underlying credits will default.  
 
CMOs, on the other hand, are largely about apportioning prepayment risk. Unlike most other kinds of 
debt, mortgages usually give the borrower the right to repay early. Early repayment is usually a bad 
thing from the point of view of the mortgage note holder. In CMOs, the lower tranches get repaid first. 
 
Swap 
 
A swap is a derivative contract through which two parties exchange financial instruments. These 
instruments can be almost anything, but most swaps involve cash flows based on a notional principal 
amount that both parties agree to. Usually, the principal does not change hands. Each cash flow 
comprises one leg of the swap. One cash flow is generally fixed, while the other is variable, that is, 
based on a benchmark interest rate, floating currency exchange rate or index price. 
 
The most common kind of swap is an interest rate swap. Swaps do not trade on exchanges, and retail 
investors do not generally engage in swaps. Rather, swaps are over-the-counter contracts between 
businesses or financial institutions. 
 
……………………………………………………………………………………………………………………………………..................... 
 
Non Banking Financial Company (NBFC) 
 
A Non Banking Financial Company (NBFC) is a company registered under the Companies Act, 1956 of 
India, engaged in the business of loans and advances, acquisition of shares, stock, bonds hire-
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purchase, insurance business or chit business but does not include any institution whose principal 
business includes agriculture, industrial activity or the sale, purchase or construction of immovable 
property. 
 
Micro Finance Institutions (MFI) 
 
Micro Finance Institutions, also known as MFIs, a microfinance institution is an organization that offers 
financial services to low income populations. Almost all give loans to their members, and many offer 
insurance, deposit and other services. A great scale of organizations are regarded as microfinance 
institutes. They are those that offer credits and other financial services to the representatives of poor 
strata of population (except for extremely poor strata) 
 
Mutual Funds 
 
A mutual fund is an investment vehicle, which pools money from investors with common investment 
objectives. It then invests their money in multiple assets, in accordance with the stated objective of 
the scheme. The investments are made by an ‘asset management company’ or AMC. 
 
Merchant Bank 
 
A merchant bank is a financial institution providing capital to companies in the form of share 
ownership instead of loans. A merchant bank also provides advisory on corporate matters to the firms 
in which they invest. A merchant bank may perform some of the same services as an investment bank, 
but it does not provide regular banking services to the general public. 
 
External commercial borrowing (ECB) 
 

 As the name suggest, it is when Indian company borrows money from external (non-Indian / 
foreign) sources for minimum average 3 years. 

 Money is borrowed from foreign lenders via bank loans, fixed rate bonds, non-convertible 
shares, optionally convertible or partially convertible preference shares etc. 

 ECB money cannot be used to trade in share market or real-estate speculation or to acquire 
another company 

 
American Depository Receipt (ADR) 
 

 ADR is method of trading non-U.S. stocks on U.S. exchanges 
 Suppose, Indian company wants to raise money from America, by issuing shares in American 

stock exchange 
 But then Indian company will have to maintain accounts according to American standards 
 Hence to prevent this problem, Indian company gives its shares to American bank 
 American bank gives Indian company certain receipts, called ADR in return of those shares 
 Now Indian company can trade those ADR receipts in American share market, to raise money 
 But Indian company will have to pay dividends to investors in Dollars 
 ADR is two way fungible, Meaning, (from American investor’s point of view) if you’ve ADR, you 

can convert it into the underlying shares of that (foreign / Indian) company 
  

www.b
an

kp
ro

m
ot

ion
ex

am
s.c

om

http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/
http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/


www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 
Facebook Groups -      JAIIB CAIIB STUDY MATERIALS / CAIIB DISCUSSION 

                                             BANK PROMOTION EXAMS / ONLY FOR BANKERS 
murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

………………………………………………………………………………………………………………………...………………………………… 

 

………………………………………………………….…………………………………………………………………………………………… 
www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 

murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

39 

Global Depositary Receipt (GDR) 
 

 Serve as same function like ADR, but on Global scale 
 Helps third world countries to raise money from the stock exchanges of developed countries 
 Several international banks such as JPMorgan, Citigroup, Deutsche Bank, Bank of New York 

issue GDRs 
  
Indian Depository Receipt (IDR) 
 

 As ADR (American depository receipt) is from America’s point of view, Similarly, IDR (Indian 
depository receipt) is from India’s point of view 

 It allows a foreign company to raise money from Indian financial market 
 As part of financial reforms, IDR (Indian depository receipts) are also made two ways fungible 

……………………………………………………………………………………………………………………………………..................... 
 
Take-Out Financing 
 
The largest pool of India's savings are bank deposits, which are necessarily short-term in nature, no 
longer than five years. While infrastructure projects in the very least are 7 to 20 years, takeout 
financing is a means to marry short-term funding sources to long-term funding requirements. 
 
The first five years of the loan are provided by the bank and for the balance years the loan is sold to 
government owned institutions like IDFC or IIFCL which can raise long-term resources from the 
market. This arrangement enables banks to avoid asset liability mismatches arising due to lending 
long-term. 
 
Bill Discounting 
In bill discounting, the seller of goods draws up a bill of exchange on the buyer of the goods and then 
discounts the said bill of exchange with a bank or financial company. The seller is able to get 
immediate finance minus the fee charged by the finance firm. Bill discounting lets the seller recover 
their receivables faster thereby improving cash flow. 
 
Before purchasing the bill, the bank or financial institution has to consider a number of factors 
including the risk of non-payment associated with the bill and the amount of time remaining for the 
bill to become due. 
 
Factoring 
Factoring is the non-recourse sale of accounts receivables of a business on a daily, weekly, or monthly 
basis in exchange for payment. It is a more short term financing based on accounts receivables of a 
business 
 
Forfaiting 
It is a new form of post shipment financing to promote exports from the country. It is the sale by an 
exporter of export trade receivables, usually bank guaranteed, without recourse to the exporter. Such 
receivables include Letters of Credit (with or without Bills of Exchange) Promissory Notes with Aval 
(guarantee), Bill of Exchange with Aval, Bank Guarantees Payable to an Exporter in one country from 
an Importer in another country. 
……………………………………………………………………………………………………………………………………........................... 

www.b
an

kp
ro

m
ot

ion
ex

am
s.c

om

http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/
http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/


www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 
Facebook Groups -      JAIIB CAIIB STUDY MATERIALS / CAIIB DISCUSSION 

                                             BANK PROMOTION EXAMS / ONLY FOR BANKERS 
murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

………………………………………………………………………………………………………………………...………………………………… 

 

………………………………………………………….…………………………………………………………………………………………… 
www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 

murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

40 

Bombay Stock Exchange (BSE) 
 
BSE (formerly known as Bombay Stock Exchange Ltd.), is Asia's first & the Fastest Stock Exchange in 
world with the speed of 6 micro seconds and one of India's leading exchange groups. BSE provides an 
efficient and transparent market for trading in equity, debt instruments, derivatives, mutual funds. It 
also has a platform for trading in equities of small-and-medium enterprises (SME).  
 
More than 5500 companies are listed on BSE making it world's No. 1 exchange in terms of listed 
companies. The companies listed on BSE command a total market capitalization of USD 1.64 Trillion as 
of Sep 2015. It is also one of the world's leading exchanges (5th largest in September 2015) for Index 
options trading. BSE also provides a host of other services to capital market participants including risk 
management, clearing, settlement, market data services and education. 
 
BSE's popular equity index - SENSEX 
 
National Stock Exchange (NSE) 
 
The National Stock Exchange (NSE) is the leading stock exchange in India and the fourth largest in the 
world by equity trading volume in 2015, according to World Federation of Exchanges (WFE). It began 
operations in 1994 and is ranked as the largest stock exchange in India in terms of total and average 
daily turnover for equity shares every year since 1995, based on annual reports of SEBI. 
 
NSE has a fully-integrated business model comprising our exchange listings, trading services, clearing 
and settlement services, indices, market data feeds, technology solutions and financial education 
offerings. NSE also oversees compliance by trading and clearing members and listed companies with 
the rules and regulations of the exchange. 
 
NSE's popular equity index - NIFTY 
 
……………………………………………………………………………………………………………………………………..................... 

Shadow Banking 

 The shadow banking system is a network of financial institutions consisting of non-depository 

banks like investment banks, non-bank financial institutions and money market funds. 

 In other words, Shadow banking is a system of Non-Financial Institution, which borrow funds 

in short term and invest the money in long term assets.  Shadow banking entities generally serve as 

mediators between investors and borrowers, providing credit and capital for investors, institutional 

investors, and corporations, and profiting from fees and/or from the arbitrage in interest rates.  

Because shadow banking institutions don’t receive traditional deposits like a depository bank, they are 

escaping from most regulatory limits and laws enforced on the traditional banking system. 

 The shadow banking is said to be the major reason for 2008 US Sub-prime Crisis. 
 
……………………………………………………………………………………………………………………………………................... 
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IRAC NORMS & RECOVERY OF NPA 
 

 NPA-TL-Installments, interest remain unpaid for 90 days 

 CC/OD-Account remains out of order for 90 days or limits not renewed for more than 180 
days. 

 AGRI- 2crop seasons for short duration crops 1 crop season for long duration crops. 
 

 Net NPA= Gross NPA less(Provisions, DICGC/ECGC Claims, Part payment received held in 
sundry, other provisions) 
 
Provisions 

 Standard-General-0.40% 

 Agri/SME-0.25% 

 CRE-1 

 CRE HOUSING- 0.75% 
 
Provisions for Restructured loans either standard or NPA 
 
3.50 per cent –with effect from March 31, 2014 (spread over the four quarters of 2013-14) 
4.25 per cent –with effect from March 31, 2015 (spread over the four quarters of 2014-15) 
5.00 per cent –with effect from March 31, 2016 (spread over the four quarters of 2015-16) 
 
Sub Standard- overall-15% 
For unsecured portion additional 10%.(25%) 
For Infrastructure accounts additional 5% (20%) 
Doubtful (Secured) 
 

 upto 12 months-25%(D1) 
 12 months to 3 years-40%(D2) 
 More than 3 years-100%(D3) 

 
For unsecured portion in Doubtful assets-100% 
Loss -100% 
 
IRAC 
 

 SUBSTD- 4 

 DOUBTFUL-D1- 5 

 D2-6 

 D3-7 

 LOSS-8 
 
SMA 
 

 SMA 0- Interest and Principal not overdue for more than 30 days but showing stress(Return of 
cheques more than 3 times within 30 days, Delay in submission of stock statement for more than 90 
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days, Frequent excess in current accounts, Actual turnover and Net profit falling short of projections 
by 40%. 

 SMA 1- Over due between 31-60 days  

 SMA 2- Over due between 61-90 days.  
 
RLB = LB + PWO + unrecovered amount of URI – subsidy / FD / any credit kept in nominal a/cs  
 
Notional due = 
RLB as on date of NPA + Int at the rate of 10%(simple) from the date of NPA to the date of following 
month of submission of proposal + Add Legal expenses - Less Recovery after NPA 
Sacrifice = Notional due - OTS offered 
 
…………………………………………………………………………………………………………………………………………………....... 
 
Credit Syndication 
 
A syndicated loan, also known as a syndicated bank facility, is a loan offered by a group of lenders – 
referred to as a syndicate – that work together to provide funds for a single borrower. The borrower 
could be a corporation, a large project or a sovereignty, such as a government. The loan can involve a 
fixed amount of funds, a credit line or a combination of the two. 
 
Syndicated loans arise when a project requires too large a loan for a single lender or when a project 
needs a specialized lender with expertise in a specific asset class. Syndicating the loan on a project 
allows lenders to spread risk and take part in financial opportunities that may be too large for their 
individual capital base. Interest rates on this type of loan can be fixed or floating. 
 
Consortium Financing 
 
Like a loan syndication, consortium financing occurs for transactions that might not take place with a 
single lender. Several banks may agree to jointly supervise a single borrower with a common appraisal, 
documentation and follow-up. 
 
Consortiums are not built to handle international transactions such as a syndication loan; instead, a 
consortium may arise because the size of the project at hand is simply too large or too risky for any 
single lender to assume. Sometimes the participating banks form a new consortium bank that 
functions by leveraging assets from each institution and disbands after the project is complete. 
 
Multiple Financing: 
 
Under Multiple Lending Arrangement, the borrower avails finance from two or more banks by 
applying directly. But the banks are not bound to observe common norms. But the borrower has to 
submit the quarterly statement related to the limits availed from various banks and charges on 
securities & certificate from the company’s auditor. 
 
…………………………………………………………………………………………………………………………………………………....... 
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Restrictions on loans and advances 
 
No banking company shall - 
 
(a) grant any loans or advances on the security of its own shares, or 
 
(b) enter into any commitment for granting any loan or advance to or on behalf of- 

(i) any of its Directors, 
(ii) any firm in which any of its Directors is interested as Partner, Manager, Employee or Guarantor, 
or 
(iii) any company (not being a subsidiary of the banking company or a company registered under 
section 25 of the Companies Act, 1956 (1 of 1956), or a government company, of which 15[or the 
subsidiary or the holding company of which] any of the Directors of the banking company is a 
Director, Managing Agent, Manager, Employee or Guarantor or in which he holds substantial 
interest,  
(iv) any individual in respect of whom any of its Directors is a partner or guarantor. 

 
…………………………………………………………………………………………………………………………………………………....... 
 
Selective Credit Control Methods of RBI 
 
Under this method, extension of credit to essential purposes is encouraged and to non-essential 
purposes is discouraged. Hence these methods not only prevent the flow of credit into undesirable 
channels but also direct the flow of credit to useful channels. 
 
The following are the different methods of selective credit control methods adopted by the RBI. 

 Ceiling on Credit 
 Margin Requirements 
 Discriminatory Interest Rate (DIR) 
 Directives 
 Direct Action 
 Moral Suasion 
 Rationing of Credit 

 
…………………………………………………………………………………………………………………………………………………....... 
 
Fair Practice Code 
 
The Indian Banks’ Association has drafted and circulated a voluntary code which sets the standards for 
fair practice standards when dealing with individual customers. Though voluntary, the standards set by 
the IBA in the Fair Practice Code provide valuable guidance to Banks in dealing with customers setting 
higher standards in our dealings with customers and promotes competition and market forces. 
 
It is, and shall be, the Bank's policy to make credit products available to all qualified applicants without 
discrimination on the basis of race, caste, colour, religion, sex, marital status, age (over that of 
majority), or handicap.  
 
…………………………………………………………………………………………………………………………………………………....... 

www.b
an

kp
ro

m
ot

ion
ex

am
s.c

om

http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/
http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/


www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 
Facebook Groups -      JAIIB CAIIB STUDY MATERIALS / CAIIB DISCUSSION 

                                             BANK PROMOTION EXAMS / ONLY FOR BANKERS 
murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

………………………………………………………………………………………………………………………...………………………………… 

 

………………………………………………………….…………………………………………………………………………………………… 
www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 

murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

44 

Credit Information Companies (CIC’s) 
 
They are third-party institutions which collect and maintain records pertaining to loans and credit 
cards payments of individuals’ and commercial entities from various lenders. In order for a lender to 
get access to such information, it has to choose to become a member of the CIC first. Then, it needs to 
share its customers’ loan/ and/or credit card information with all other members. The individual’s 
consent is not required. The CIC’s provide the members a summary of the credit information (Credit 
Score and / or Credit Information Report) of the applicant. 
 
The core purpose of establishing CIC’s is promoting healthy credit penetration while boosting 
sustainable retail credit growth in the economy. The lenders benefit by taking informed credit 
decisions leading to effective risk management. 
 
A Credit Information Company is licensed by the Reserve Bank of India and governed by The Credit 
Information Companies (Regulation) Act, 2005 and various Rules and Regulations issued by RBI. 
Foreign Ownership in CIC’s is restricted to 74%. 
 
…………………………………………………………………………………………………………………………………………………....... 
 
MCLR 

 MCLR (Marginal Cost of Fund based Lending Rate) is the internal benchmark rate for banks 
used for benchmarking floating rate loans effective from 1st April 2016 

 MCLR is based on cost of funds for banks and is derived as sum of marginal cost of funds, 
negative carry on account of CRR, operating costs of banks and tenor premium 

 As MCLR is closely linked to repo rate, it will improve the transmission of RBI’s repo rate cut to 
the end borrower 

 Banks publish MCLR for at least five durations which are overnight MCLR, 1 month MCLR, 3 
month MCLR, 6 month MCLR and 1 year MCLR. However banks may publish MCLR base rates 
for more than five periods. The banks may revise the MCLR rate every month. 

 Interest rate on each floating rate loan would be reset on based on the duration of the MCLR 
to which it is linked 

 
…………………………………………………………………………………………………………………………………………………....... 
 
Contracts of Indemnity 
 
A Contract of Indemnity is a contract by which one party promises to save the other from loss likely to 
be caused to him. This loss can be, either by the conduct of the promisor himself or by the conduct of 
any other person. The indemnity holder (i.e. the promisee or the person who is indemnified) has the 
following rights when sued (i.e. when a legal action is taken against the person who has indemnified). 
 
The promisee is entitled to recover from the promisor, in respect of the matter to which the promise 
to indemnify applies: 
 

 All damages which he may be compelled to pay in any suit. 
 All costs which he may be compelled to pay in any suit. 
 All sums paid in compromise, not contrary to indemnity. 

………………………………………………………………………………………………………………………………................................. 
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Contracts of Guarantee 
 
A 'Contract of Guarantee' is a contract to perform the promise, or discharge the liability, of a third 
person in case of latter's default. A guarantee may be either oral or written. The question whether a 
particular contract is a contract of indemnity or guarantee has to be decided by examining the 
language of the documents entered into between the parties and the nature of transaction. 
 
Parties of Contract of Guarantee 
 

 The person who gives the guarantee is called the 'surety'.  
 The person in respect of whose default the guarantee is given is called the 'principal debtor'. 
 The person to whome the guarantee is given is called 'creditor/beneficiary'.  

 
……………………………………………………………………………………………………………………………………............................ 
 
Contracts Of Bailment 
 
A 'bailment' is the delivery of goods by one person to another for some purpose. When the purpose is 
accomplished, the goods are to be returned or otherwise disposed of according to the direction of the 
person delivering them. 
 
The person delivering the goods is called the 'bailor'. 
The person to whom they are delivered is called the 'bailee'. 
 
The bailor is bound to disclose to the bailee faults in the goods bailed 
 

 of which the bailor is aware, 
 and which materially interfere with the use of them, 
 or expose the bailee to extraordinary risk; 

 
and if he does not make such disclosure, he is responsible for damage arising to the bailee directly 
from such faults. If the goods are bailed for hire, the bailor is responsible for any damage whether he 
was aware of the existence of such faults in the goods bailed or not. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Pledge 
 
The bailment of goods as security for payment of a debt or performance of a promise is called 'pledge'. 
Pledge is used when the lender (pledgee) takes actual possession of assets (i.e. certificates, goods ).  
Such securities or goods  are movable securities.  In this case the pledgee retains the possession of the 
goods until the pledgor (i.e. borrower) repays the entire debt amount.   In case there is default by the 
borrower, the pledgee has a right to sell the goods in his possession and adjust its proceeds towards 
the amount due (i.e. principal and interest amount).  Some examples of pledge are Gold /Jewellery 
Loans, Advance against goods,/stock,  Advances against National Saving Certificates etc. The bailor is in 
this case called 'pawnor'. The bailee is called 'pawnee'. 
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Nature of Pledge 
 

 If the pawnor makes default in payment of the debt in respect of which the goods were 
pledged, the pawnee may bring a suit against the pawnor and retain the goods pledged as a 
security (or) he may sell the goods pledged, after giving notice of the sale to the pawnor. 

 If the proceeds of such sale are less than the amount due, in respect of the debt, the pawnor is 
still liable to pay the balance. If the proceeds of the sale are greater than the amount so due, 
the pawnee shall pay over the surplus to the pawnor. 

 
……………………………………………………………………………………………………………………………………............................ 
 
Hypothecation 
 
Hypothecation is used for creating charge against the security of movable assets, but here the 
possession of the security remains with the borrower itself.   Thus, in case of default by the borrower, 
the lender (i.e. to whom the goods / security has been hypothecated) will have to first take possession 
of the security and then sell the same.   The best example of this type of arrangement are Car Loans.   
In this case Car / Vehicle remains with the borrower but the same is hypothecated to the bank / 
financer.   In case the borrower, defaults, banks take possession of the vehicle after giving notice and 
then sell the same and credit the proceeds to the loan account.  Other examples of these 
hypothecation are loans against stock and debtors.  [Sometimes, borrowers cheat the banker by partly 
selling goods hypothecated to bank and not keeping the desired amount of stock of goods. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Assignment 
  
An assignment constitutes an action taken with a contract.  Assignment occurs when the owner of a 
contract, known as the assignor, gives a contract to another party, known as the assignee.   The 
assignee assumes all responsibilities and benefits of the contract.  When it comes to loans, assignment 
can relate to life insurance policies and mortgage contract from one party to another.    Mortgages and 
other contracts sometimes contain provisions limiting or stipulating conditions for assignment. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Contracts Of Agency 
 
An agent, is a person employed to do any act for another person or to represent another person in 
dealings with some third person. The person for whom such act is done (or who is represented) is 
called the principal. 
 
The contract between the principal and his agent is a contract in itself and that is also governed by the 
normal rules of contract. Any person who is a major according to the law of which he is subject, and 
who is of sound mind, may employ an agent. Any person can become an agent, if he is a major and of 
sound mind. No consideration is necessary to create an agency. The authority of an agent may be 
expressed or implied. An authority is said to be expressed, when it is given by words spoken or 
written. An authority is said to be implied when it is to be inferred from the circumstances of the case.  
……………………………………………………………………………………………………………………………………............................ 
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Restructured loan 
 
New loan that replaces the outstanding balance on an older loan, and is paid over a longer period, 
usually with a lower installment amount. Loans are commonly rescheduled to accommodate a 
borrower in financial difficulty and, thus, to avoid a default. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Corporate Debt Restructuring (CDR) 
 
Corporate Debt Restructuring (“CDR”) mechanism is a voluntary non statutory mechanism under 
which financial institutions and banks come together to restructure the debt of companies facing 
financial difficulties due to internal or external factors, in order to provide timely support to such 
companies. 
 
The CDR Mechanism covers only multiple banking accounts, syndication/consortium accounts, where 
all banks and institutions together have an outstanding aggregate exposure of Rs.100 million and 
above. It covers all categories of assets in the books of member-creditors classified in terms of RBI's 
prudential asset classification standards. Even cases filed in Debt Recovery Tribunals/Bureau of 
Industrial and Financial Reconstruction/and other suit-filed cases are eligible for restructuring under 
CDR. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Asset Reconstruction Companies (ARC) 
 
It purchases the bad loans or non performing assets (NPA) issued by commercial and other banks. 
Example: Suppose a bank has issued a loan worth 100 crore to a company which has turned out to be 
bad, an asset reconstruction company purchases that loan from bank for less than 100 crore. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Attributes of Good Security 
 
A secured advance is not really secured, unless the security deposited satisfies certain requirements. 
There must be critical appraisal of security. Let’s discuss about attributes of good security. 
 
There are two angles to appraisal of the security. One is the legal angle regarding the validity and 
enforce ability of the security. The second angle is the economic one, involving consideration of 
marketability, valuation and other economic considerations. 
 
1. Legal Aspects 
 
Ascertainment of title: It should be possible for the banker to know that the borrower’s title to the 
security is clear and undisputed. It has, therefore, to be verified if there are any other interests in the 
security such as poor charges or encumbrances thereon. The solicitors have to verify the title of the 
borrower to the property.  
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Validity of title: The banker cannot enforce the security unless he obtains a valid title form the 
borrower. If there is any defect in the title of the borrower, the banker can obtain only a defective 
title. The rule is that no one can convey a better title than what he has. So, the banker will not be in a 
position to sell the security if he himself about the title of the borrower. The legal interest must be 
properly conveyed to the banker by executing the appropriate instrument. 
 
2. Economic aspects 
 
Marketability: The security taken must be readily sale-able with the minimum of expenses and 
without this essential attribute of ready reliability, the security is worthless.  
 
Easy ascertainment of value: The security must be capable of being valued with ease.  
 
Stability of price: The value of security must be fairly stable. Banker must also make sure that value of 
the security does not fluctuate violently over short periods. Where such heavy variation in prices of 
security is apprehended, banker may accept such security only with a higher margin. 
 
Easy storability: Where goods are pledged, the banker must keep them under his custody when it is 
possible for him to supervise.  
 
Durability: A security should be reasonably durable. Perishable commodities like vegetable, fruits, fish 
as securities. Some of the commodities like chilies, woolen garments etc. require special care in 
storage; otherwise they depreciate in quality and value.  
 
Transportability: A security should be of such a nature that it can be moved from one place to another 
without much difficulty.  
 
Cost consideration: Certain securities are very costly to keep. For example, if an advance is given by 
obtaining a pledge of the goods, the banker has to maintain godowns, appoint store keepers, insure 
the goods etc. Instead of advancing against goods, it may be preferable to advance against reliable 
warehouse-keeper transferable receipt as security. 
 
Absence of contingent liability: a security which carries with it an onerous liability as in the case of 
partly paid shares where unpaid amount on the share money has to be paid to the company, when 
calls are made, cannot be considered a suitable security. Therefore, a banker should prefer fully-paid 
shares to partly-paid shares as security because it is free from such disabilities. 
 
Yield: A security which provides a steady income is most welcome to the banker, since such income 
enhances the value of the security and also facilitates the repayment of capital and interest; for 
example securities like gilt-edged securities and highly marketable shares on which substantial 
dividend is regularly received. 
 
In practice, hardly any security possesses all the desirable attributes mentioned above and such 
defects as exist in the security are sometimes covered by taking a higher margin. 
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Margin 
 
As a rule, the banker should not lend full value of the security. The borrower must have substantial 
stake and only then he will take proper interest in the business to make it a more success than may be 
in the case when he is dealing entirely with borrowed funds. 
 

 In banking terminology, margin means the difference between the market value of security 
and the amount of advance granted against it. 

 Banker must keep a cushion against possible fluctuation in prices, shortage and depreciation in 
storing, for increase due to application of interest. 

 There has always to be some margin to cover cost of realizing the dues by sale of the assets in 
the value of the securities and the amount up to which the borrower can draw is known as 
margin. 

 The percentage of margin to be kept differs from one security to another because of several 
factors such as price fluctuation, marketability, deterioration in storage, possible loss from 
such hazards  as fire, burglary etc. 

 Finally it is the business integrity of the borrower. i.e., his overall character which ranks above 
everything else for a banker to determine the margin to be kept. 

 
Documentation 
 
In granting secured advances, a task of practical importance is the execution of legal documents. 
Although there are no hard and fat rules about the documents to be taken and each bank has its own 
set of forms, there is agreement on fundamentals. 
 
Apart from the promissory note given under the signature/seal of the borrower, the usual document 
associated with secured advances is: 

 Letter of pledge/hypothecation duly signed by the borrower; 
 Letter of continuity; 
 Letter of declaration, bearing appropriate stamps, by the borrower that the goods are 

according to specifications, and he has got the right and title to pledge them; and 
 Letter of lodgement-take delivery order. These documents should preferably be in writing so 

that in case of any disagreement, the terms and conditions therein could be referred to. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Types of Collateral 
 
There are normally five main types of collateral : 
 

 Consumer goods are products purchased by the mainstream consumer, such as an 
automobile. 

 Equipment includes items predominantly used in business or government operations. 
 Farm products include livestock and crops. 
 Inventory consists of raw materials or work in progress. 
 Property on paper includes stocks, bonds, and even funds held in a savings or checking 

account. 
……………………………………………………………………………………………………………………………………............................ 
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Credit Appraisal 
 
Banks use the credit appraisal services for themselves before providing loan to a borrower. The Credit 
Appraisal process is based on careful analysis of various facts and data provided by the borrower to 
the bank. After the proper credit appraisal process, banks takes a decision to either fund the project or 
reject the proposal. This in-depth study is called the pre-sanction credit appraisal which helps the 
approver to sanction the loan to the borrower. 
 
Credit appraisal takes care of 
 

 Borrower’s ability to complete the project and its intention to re-pay the loan after 
commissioning of the project 

 All the technical details related to the project like project requirement, end product, 
maintenance, project specifications, quality etc. 

 All the financial details related to the project like Cash Inflow, Cash Outflow, NPV, Break Even 
period, growth opportunity etc. 

 Financial appraisal to determine whether the company will be able to repay the loan from 
incremental cash flows or not. 

 Market Appraisal to determine whether the project is viable or not and what are chances of 
being successful 

 
Advantages 
 

 Reduces risk involved in the loans provided for a project 
 Increase confidence among the corporate bankers and improved sales decision 
 Reduces NPA (Non-Performing Assets) and possibility of financial loss 
 Proper assessment is done with different options 

 
Pre- sanction appraisal 
 
It is concerned with measurement of risk of a loan proposal. 
 
Requirements: 

 Financial data of past and projected working results 
 Detailed credit report is compiled on the borrower/surety 
 Market reports,  Financial/ audited accounts 
 Income tax and other tax returns/assessments 
 Confidential reports from banks and other FIs 
 Appraisal should reveal whether the proposal is a fair banking risk. 

 
Post sanction appraisal  
 
Depends to a large extent on the pre sanction appraisal 
 
Requirements: 

 Documentation of the facility and after care follow up 
 Supervision thro monitoring of transactions in loan account 
 Scrutiny of periodical statements submitted by borrower 
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 Physical inspection of securities and books of accounts of the borrower 
 Periodical reviews and renewals  

 
Need for post sanction supervision 
 

 Lending decisions are based on sound appraisal and assessment of credit worthiness 
 Past record of satisfactory performance and integrity are  no guarantee for future though they 

serve as a useful guide to project the trend in performance, 
 Credit assessment is  made based on promises and projections 
 A loan granted on the basis of sound appraisal may go bad because the borrower did not carry 

out his promises regarding performance.    
 
Objectives of post sanction supervision 
 

 To ensure compliance with the terms and conditions of sanction 
 To ensure that the assumptions on the basis of which the credit decisions were made were 

correct. 
 To ensure end use of funds 
 To ensure adequacy of credit on an ongoing basis depending upon the actual requirement of 

the borrower 
 To monitor health of the unit and detect signals of weaknesses in the financial position of the 

borrower. 
 The process of the supervision and follow up starts immediately after the limit is sanctioned. 

 
Indicative activities of post sanction follow up 
 

 Conveying sanction of advances to the borrower detailing the terms and conditions and 
acceptance thereof. 

 Completion of appropriate documentation before disbursement of loans/ advances 
 Keeping the documents in effective custody and maintaining validity by periodic revival of 

documents during the currency of loans 
 Creation of charge over security and completion of relevant formalities 
 Creation of charge 
 Registration with ROC 
 Periodic search of  charge  with the authority should be done to protect the bank’s interest 
 Ensuring compliance by borrower of all pre-disbursal activities and requirements and 

continued compliance with the terms till the loan is liquidated 
 Conducting periodic inspections/visits at stipulated intervals 
 Obtaining from the borrowers and scrutiny /analysis of the following financial statements and 

non financial statements 
 Stock statements 
 Annual and mid term financial statements  
 Ongoing scrutiny of transactions in various accounts by perusal of ledgers, registers, vouchers, 

to watch proper conduct of loan accounts, healthy turnover therein and end use of funds 
 Maintaining  ongoing contact with the borrower and co-lenders 
 Timely recognition of unsatisfactory features in the conduct of advance such as:  
 Delays in project implementation 
 Unusual developments / changes in the business environs 
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 Shortfall in achievement of production/sales as compared to projections 
 Non-fulfilment of financial obligations to the bank, co-lenders, and creditors and non payment 

of statutory dues. 
 Any other deficiency  noted during the periodic visit 
 Advising the borrowers to initiate the corrective action and submitting reports to the 

controlling authority on further developments in the matter 
 Follow up of and rectification of irregularities pointed out in various inspection / audit reports 

including 
 RBI Inspection report 
 Central office inspection report 
 Concurrent audit report 
 Statutory audit report 
 Recovery of applicable charges/fees/penalties 
 Preparation of review of IRAC identification of deteriorating assets/potential NPAs and 

initiation of corrective action 
 
Documentation - Needed 
 

 Evidence of bank having given money/ advance 
 Receipt of borrower having received money/facility 
 Details the terms and conditions on which the money/facility are sanctioned 
 Purpose for which the money /facility was sanctioned 
 Defines  security 
 Creates charge on the security 
 Defines default clauses 
 Decides and facilitates legal action 
 Specifies the rights and obligations of each of the parties 

 
Properly executed document 
 

 Fully completed without blanks 
 Signed 
 Stamped 
 Registered , if required 

 
Supervision 
 

 Ensure proper follow up of advances and observance of systems laid down by the bank at the 
operating level.  

 Periodic and random examination of registers, accounts and books at the branch 
 Ensuring that the security documents are kept current and that officials observe all related 

documentation facilities 
 Ensuring that (i) proper arrangements are in place for recovery of applicable charges /fees/ 

penalties and income leakage is checked   
 Ensure timely reviews / renewals of credit facilities 
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Monitoring 
 

 Ensuring that effective supervision is maintained on loans/ advances by the lower level 
functionaries. Scrutiny of returns / reports received from these line functionaries, interaction 
with them feed back from customers , observations in audit / inspection reports will assist this 
process. 

 Monitoring of high value advances through specific focus on these in returns / reports 
received 

 Ensuring non recurrence of commonly noticed lapses /irregularities pointed out in various 
reports 

 Examination of NPAs with a view to recognizing problem assets, drawing up recovery/ 
upgradation path for these and monitoring recovery process     

 
……………………………………………………………………………………………………………………………………............................ 
 
Net present value (NPV) 
 
Net present value (NPV) is the difference between the present value of cash inflows and the present 
value of cash outflows. NPV compares the value of a dollar today to the value of that same dollar in 
the future, taking inflation and returns into account. NPV analysis is sensitive to the reliability of future 
cash inflows that an investment or project will yield and is used in capital budgeting to assess the 
profitability of an investment or project. 
 
If the NPV of a prospective project is positive, the project should be accepted. However, if NPV is 
negative, the project should probably be rejected because cash flows will also be negative. 
 
Internal rate of return (IRR) 
 
Internal rate of return (IRR) is the discount rate often used in capital budgeting that makes the net 
present value of all cash flows from a particular project equal to zero. Generally speaking, the higher a 
project's internal rate of return, the more desirable it is to undertake the project. As such, IRR can be 
used to rank several prospective projects a firm is considering. Assuming all other factors are equal 
among the various projects, the project with the highest IRR would probably be considered the best 
and undertaken first. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Fund based lending 
 
Fund based lending, where the lending bank commits the physical outflow of funds. The various forms 
in which fund based lending may be made by banks: 
 
1) Loan 
2) Overdraft 
3) Cash Credit 
4) Bills Purchased/Discounted 
5) Working Capital Term Loans 
6) Packing Credit 
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Non-fund based lending 
 
Non fund based lending, where the lending bank does not commit any physical outflow of funds. The 
funds position of the lending bank remains intact. The non-funding based lending can be maid in two 
forms: 
 

 Bank Guarantees 
 Letter of Credit 

 
Bank Guarantee 
 
Bank Guarantee is a non fund based lending given by the bank to ensure that the liabilities of a debtor 
will be met. This facility enables the customer to acquire goods, buy equipment and thereby expand 
business activity 
 
Letter of Credit 
 
Letter of Credit is a non fund based lending which is very regularly found in international trade. This 
facility is given when the exporter and importer are unknown to each other. In this case, the importer 
applies to his bank (Issuing Bank) in his country to open a letter of credit in favour of exporter whereby 
the importers’ bank undertakes to pay the exporter on fulfilling the terms and conditions specified in 
the letter of credit. 
 
Following are the parties involved in a letter of credit : 
 

 Importer 
 Issuing Bank, Bank of Importer 
 Advising Bank, which is in Exporter’s country, which notifies the exporter about opening of 

letter of credit. 
 Confirming Bank, confirms the letter of credit in case the exporter is not satisfied about the 

security offered by the importer. 
 Exporter, who is the beneficiary 
 Negotiating Bank, whom the exporter submits the documents. 

 
……………………………………………………………………………………………………………………………………............................ 
 
Working Capital 
 
Working capital is a measure of both a company's efficiency and its short-term financial health. 
Working capital is calculated as: 
 
Working Capital = Current Assets - Current Liabilities 
 
The working capital ratio (Current Assets/Current Liabilities) indicates whether a company has enough 
short term assets to cover its short term debt. Anything below 1 indicates negative W/C (working 
capital). While anything over 2 means that the company is not investing excess assets. 
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Short term business finance and working capital solutions 
 

 Bank overdraft 
 Invoice discounting 
 Factoring 
 Income received in advance 
 Advances received from customers 
 Instalment credit 
 Commercial papers 
 Trade finance 
 Letter of credit 

 
Long term sources of working capital financing 
 

 Equity capital 
 Loans 

 
……………………………………………………………………………………………………………………………………............................ 
 
Mortgage of Security 
 

 As per Section 58 a of Transfer of Property Act 1882  “ A mortgage is the transfer of an interest 

in specific immovable property for the purpose of securing the payment of money advanced 

or to be advanced by way of loan, an existing or future debt, or the performance of an 

engagement which amy give rise to a pecuniary liability. 

 In the transaction of mortgage, the person who is transferring the property 

(transferor/borrower or the person providing the security on behalf of the borrower) is called 

mortgagor and the person or entity in whose favour the mortgage is created is the mortgagee 

( the lender or the bank) 

 The principal and the interest involved in the transaction is called mortgage money and the 

instrument by which the transaction is taking place is called mortgage deed. 

 Important parts of Mortgage 

1. Mortgagor who provides the security 

2. Mortgagee in whose favour mortgage is done 

3. There should be a debt, which may be existing or future 

4. The immovable property offered as security 

 

Types of mortgage 

Simple Mortgage 

 Simple mortgage is also called registered mortgage. In Simple Mortgage, without delivering 

the possession of the mortgaged property the mortgagor binds himself personally to pay the 
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mortgage money. In case if the mortgagor fails to make payment as per the agreed terms and 

conditions, the mortgagee will have a right to get the property sold and to adjust for the 

mortgaged money. 

 The simple mortgage is to be created before the sub-registrar after duly stamping the same 

and registering under Indian Registration Act 1908. 

 This method of mortgaging is very much necessary if the mortgagor has the ownership of the 

property and could not produce all the relevant documents. 

 

Mortgage by conditional sale 

 

In a mortgage by conditional sale, the mortgagor ostensively sells the mortgaged property, on a 

condition that, the sale will become absolute on a certain agreed date if the mortgagor fails to repay 

the mortgage money. And the sale will become void if the money is repaid as per the terms and 

conditions. Sometimes, the condition would such that in case of payment of mortgaged money as per 

the agreement, the buyer (Lender) will resale the property to the seller (Borrower). 

 

Usufructuary Mortgage 

 

In this type of mortgage the creditor (Mortgagee) is placed in possession of the property and he is 

entitled to enjoy the income generated by the property (e.g., rent) and appropriate the same towards 

the interest and principal of the mortgage money. In this mortgage the physical possession is given to 

the mortgagee and the mortgagee can retail the possession until the payment of mortgage money. 

 

English Mortgage 

 

English Mortgage is a registered mortgage by which the entire property gets transferred in the name 

of the mortgagee and upon repayment of the debt on certain date appointed date, the property will 

be re-conveyed to the Mortgagor. 

 

Mortgage by deposit of title deeds 

 

 Most popular method in India is ‘Mortgage by Deposit of Titles’ which is commonly known as 

Equitable Mortgage. 

 

 As per Transfer of Property Act ‘Equitable Mortgage’ is a mortgage by Deposit of Title Deeds of 

Immovable Property with the mortgagee or his agents with an intention to create a security 

thereon. There is no necessity to register the Equitable Mortgage. But, as the housing loan 

frauds are mounting, many states have made it compulsory to register the mortgage. 
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The three basic requirements for creating Equitable Mortgage are as follows: 

 

 The place of deposit of  Document of Title to the Property with the creditor or his agent must 

be one among the notified areas under Section 58 (f ) of Transfer of Property Act. (Notified 

area) 

 The deposit of title is necessarily made to secure a debt 

 Deposits of Title Deeds must be made with an intention to create a security on the property 

intended to be mortgaged. 

 

Notified Area 

Kolkatta, Chennai, Mumbai and any other town which the State Government concerned may by 

notification in the Official Gazatte, under the provisions of Sec 58 f of Transfer of Property Act. 

 

Anomalous Mortgage 

An Anomalous Mortgage is the one which is not falling under any of the categories discussed above. 

This type of mortgage is almost non-existent. 

 
……………………………………………………………………………………………………………………………………............................ 

 

INDIAN CONTRACT ACT. 
 

 Came into effect on 01/09/1872  
 Not applicable to J and K.  
 Section 124 –Contract of Indemnity.  
 Section 126-Contract of Guarantee.  
 Section 148- Bailment.  
 Section 170/171 –Lien  
 Section 172-Pledge(Bankers lien is an implied pledge)  
 Assigment- Section 130 of transfer of property act 
 Mortgage- Section 58 of transfer of property act. 

 
Consumer protection act 

 
Limitation period-2 years from the date of cause of action 
  
Jurisdiction 
 

 Up to Rs 20.00 lacs - District forum 
 20 to 100 Lacs - State commission 
 Above 100 Lacs - National commission. 

 
COPRA is not applicable to J and K. 
……………………………………………………………………………………………………………………………………............................ 
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CERTIFICATE OF DEPOSIT 

  

 CD can be issued by scheduled commercial Bank (excluding RRBs & LAB) & select all India 

financial institution 

 Bank is free to issue any amount depending on the requirement 

 Minimum 1 lakh & multiple of 1 lakh 

 Can be purchased by Individuals, corporate, trusts, associations /NRI on non repatriation basis 

(NRI cannot endorse it in secondary market) 

 Banks can issue for minimum 7 days & not more than 1 year 

 It can be fixed rate & floating rate 

 It attracts SLR/CRR 

 No loan can be given against CD. Bank cannot by back CD before maturity 

 If maturity date is holiday it will be payable immediate preceding working day 

 Duplicate can be issued subject to condition in physical form 

 

……………………………………………………………………………………………………………………………………............................ 

 

COMMERCIAL PAPER 

 

 Unsecured money market instrument issued in the form of promissory note in terms of RBI Act 

Sec-45w  

 Can be issued by corporate/primary dealers /all India financial institutions  

 Corporate can issue  

 If tangible net worth is not less than 4 crores as per latest Balance sheet  

 Company is sanctioned working capital limit by Bank or All India financial institutions  

 Borrowal account is standard asset  

 All eligible people (including corporate) must obtain credit rating from any one of the CRAs 

registered with SEBI  

 Minimum rating of A3  

 Minimum 7 days maximum upto 1 year  

 Maturity date should fall within the period of credit rating  

 Minimum 5 lakhs & multiple of 5 lakhs  

 Total CP proposed to be raised within 2 weeks  

 Only a scheduled Bank can act at issuing & paying agent (IPA)  

 Individuals, Banking companies, other corporate bodies, NRI /FII (within the limit prescribed by 

SEBI)  

 Either a promissory or dematerialized form  
 
……………………………………………………………………………………………………………………………………............................ 
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BALANCE SHEET ELEMENTS – ASSETS 

 
CURRENT ASSETS  

 To be converted to cash within one Operating Cycle 
 Cash & Bank balances 
 Investments (as per RBI guidelines) 
 Receivables, Sundry Debtors (up to 6 months) 
 Bills Receivable 
 Inventory- R.M., SFG, FG (excluding obsolete) 
 Advances to Suppliers for R.M. 
 Prepaid Expenses- Tax, Rent, Insurance 

 

OTHER CURRENT ASSETS 

 Fixed Assets 
 Plant & Machinery 
 Land & Building 
 Furniture & Fixtures 
 Vehicles 
 To be shown as Gross block less depreciation. 
 No depreciation on land 
 (Depreciation to be charged by same method i.e. either Straight Line Method or Written 

Down Value Method) 
 

OTHER NON-CURRENT ASSETS 

 Investment for specific purpose 
 Debtors beyond 6 months 
 Obsolete Stock 
 Investment in Subsidiaries 
 Investment in quoted shares (not connected to business) –RBI guidelines 
 Tender/ Security Deposits 
 Deferred receivables 
 Advance to staff, Directors 

 
INTANGIBLE ASSETS 

 Goodwill (reputation associated with business) 
 Copyright (amount paid to author to obtain copyright of book) 
 Patents (amount paid for obtaining patent over a new product) 
 Trade Marks, franchise ( amount paid for getting exclusive right for using a brand) 
 Preliminary Expenses (company formation expenses capitalised) 
 Losses (Debit balance in P & L a/c) 
 Bad Debts not provided 
 Deferred Revenue expenditure 
 Pre-operative expenses (before production) 
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BALANCE SHEET ELEMENTS - LIABILITIES 
 
CURRENT LIABILITIES 

 Due within one year from date of Balance Sheet 
 Short term bank Borrowing ( CC/ OD) 
 Sundry creditors for trade, Bills Payable 
 Advance from customers for supply of goods 
 Outstanding/Accrued expenses (rent, insurance) 
 Unsecured loans 
 Provision for taxation 
 Installments of term Loan (due within 1 year) 
 Debentures, Preference Shares due in 1 year 
 Other current Liabilities payable within 1 year 

 

TERM LIABILITIES 

 Due after one year from date of Balance Sheet 
 Term Loans 
 Deferred payment credits 
 Debentures, Deposit from public 
 Advance from Dealers (payable after termination of dealership) Unsecured loans  
 Preference shares ( due after 1 year to 12 years) 
 Other term liabilities 

 
NET WORTH 

 Paid-up Capital 
 Preference share Capital (due after 12 years) 
 General Reserve 
 Capital Reserve (excluding revaluation reserve) 
 Capital Redemption Reserve 
 Dividend Equalisation Reserve 
 Unsecured loans with undertaking & conditions as Quasi Capital 

 
……………………………………………………………………………………………………………………………………............................ 
 
Wilful Defauters 
 
A "wilful default" is deemed to have occurred if any of the following events is noted : 
 

 Default in repayment obligations by the unit to the lender even when it has the capacity to 
honour the said obligations. 

 Default in repayment obligations by the unit to the lender and has not utilized the finance 
from the lender for the specific purposes for which finance was availed of but has diverted the 
funds for other purposes. 
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 Default in repayment obligations by the unit to the lender and has siphoned off the funds so 
that the funds have not been utilized for the specific purpose for which finance was availed of, 
nor are the funds available with the unit in the form of other assets. 

 Default in repayment obligations by the unit to the lender and has also disposed off or 
removed the movable fixed assets or immovable property given by it for the purpose of 
securing a term loan without the knowledge of the bank/lender.  

 
Non-Cooperative Borrower 
 
A non-cooperative borrower is one - 
 

 who does not engage constructively with his lender by defaulting in timely repayment of dues 
while having ability to pay 

 thwarting lenders’ efforts for recovery of their dues by not providing necessary information 
sought 

 denying access to assets financed / collateral securities 
 obstructing sale of securities, etc. 

 
In effect, a non-cooperative borrower is a defaulter who deliberately stone walls legitimate efforts of 
the lenders to recover their dues. 
 
……………………………………………………………………………………………………………………………………............................ 
 
SARFAESI - SECURITISATION AND RECONSTRUCTION OF FINANCIAL ASSETS AND ENFORSEMENT OF 
SECURITY INTEREST. 
 
Not applicable to 

 Loans with outstanding upto Rs 1.00 lac 
 Agrilands 
 Where the O/s amount is less than 20% of the outstanding. Where security is not charged and 

limitation period has expired. 
 
Notice served under 13(2)-60 days 
Sale notice-30 days notice in public newspaper 
Under Sarfaesi Act-For making an Appeal to DRAT-Deposit of 50% of the due amount should be made, 
DRAT may reduce it to 25% 
 
……………………………………………………………………………………………………………………………………............................ 
 
DRT- DEBT RECOVERY TRIBUNAL-COVERS LOANS OF RS 10.00 LACS AND ABOVE. 
 

 Presiding officer appointed by Central Govt for 5 years maximum age of 62 
 Disposal of application within 180 days from the date of receipt. 
 Appeal can be made to DRAT(DEBT RECOVERY APPELATE TRIBUNAL) within 45 days from the 

date Order subject to deposit of 75% of the due amount. 
 DRAT to dispose the case within 180 days 

 
………………………………………………………………………………………………………………………………................................. 
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CERSAI-CENTRAL REGISTRY OF SECURITISATION ASSET RECONSTRUCTION AND SECURITY INTEREST 
OF INDIA 
 

 EM to be registered within 30 days with CERSAI from the date of creation of mortgage. 
 Appeal can be made to DRAT(DEBT RECOVERY APPELATE TRIBUNAL) within 45 days from the 

date Order subject to deposit of 75% of the due amount. 
  
……………………………………………………………………………………………………………………………………............................ 
 
LOK ADALAT  
 

 Account should be classified as Doubtful and Loss category. 
 Cases involving upto Rs 20.00 lacs. 
 Lok Adalat if conducted by DRT no ceiling is applicable. 
 Supreme court has suggested that personal loans upto Rs 10.00 lacs should be settled through 

Lok Adalats 
 
……………………………………………………………………………………………………………………………………............................ 
 
CAPITAL REQUIREMENTS OF BANK 
 
Basel 2 
 

 Tier 1 capital(core capital) and Tier 2 capital(supplementary capital) 
 Tier 2 cannot be more than 100% of tier 1 capital 
 Subordinated Debt cannot be more than 50% of Tier 1 capital. 
 Tier 1 capital is called as core capital and Tier 2 capital is called supplementary capital 

 
Tier 1 capital 
 

 PAID UP CAPITAL 
 STATUTARY RESERVES 
 CAPITAL RESERVES 
 INNOVATIVE DEBT INSTRUMENTS 
 PERPETUAL NON CUMULATIVE PREFERENCE SHARES 

 
Tier 2 capital 
 

 REVALUATION RESERVES 
 GENERAL PROVISIONS AND LOSSES 
 HYBRID DEBT INSTRUMENTS 
 SUBORDINATED DEBTS 
 MINIMUM CAPITAL REQUIREMENT-8% OF RISK WEIGHTED ASSETS. AS PER RBI IT SHOULD BE 

9% 
 
……………………………………………………………………………………………………………………………………............................ 
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BASEL 3: 
 

"Basel III" is a comprehensive set of reform measures, developed by the Basel Committee on Banking 

Supervision, to strengthen the regulation, supervision and risk management of the banking sector. Basel III 

(or the Third Basel Accord) is a global, voluntary regulatory framework on bank capital adequacy, stress 

testing, and market liquidity risk. It was agreed upon by the members of the Basel Committee on Banking 

Supervision in 2010–11, and was scheduled to be introduced from 2013 until 2015; however, changes from 1 

April 2013 extended implementation until 31 March 2018 and again extended to 31 March 2019. 

It was developed in response to the deficiencies in financial regulation revealed by the financial crisis of 

2007–08. Basel III is intended to strengthen bank capital requirements by increasing bank liquidity and 

decreasing bank leverage. 

 Basel 3 should be fully implemented by 31/03/2019. 
 In India CAR/CRAR as per Basel 3 should be 11.50% 
 As per Basel committee, it should be 10.50% 
 In Addition to tier 1 and tier 2, banks have to build a capital conservation buffer of common 

equity(2.5%). 
 Tier 1 capital for Basel 3(In India- 5.50%) and As per BCBS-4.50%) to be maintained 

 
Paid up capital 
 

 Stock surplus(share premium) 
 Statutory reserves 
 Capital reserves. 
 Other disclosed free reserves. 
 Balance in PL. 

 
Additional Tier 1 capital (In India 1.50%) and as per BCBS-1.50 to be maintained. 
 

 Perpetual Non Cumulative Preference shares. 
 Stock surplus. 
 Debt capital instruments. 
 Any other type of instrument notified by RBI. 

 
Tier 2 capital (For both In India and as well as BCBS 2% to be maintained) 
   

 General provisions and loss reserves. 
 Debt capital instruments issued by banks. 
 Preference share capital Instruments.( Perpetual cumulative preference shares, redeemable 

non-cumulative preference shares, Redeemable cumulative preference shares issued by 
banks. 

 Stock surplus. 
 Revaluation reserves at a discount of 55%. 

 
 
……………………………………………………………………………………………………………………………………............................ 
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Priority Sector Lending 
 

 Committee under the Chairmanship of Sri. M V Nair was set up by The Reserve Bank of India 

in August 2011 

 To re-examine the existing classification and suggest revised guidelines with regard to Priority 

Sector lending and related issues 

 RBI has issued revised Priority Sector Classification guidelines on 20.07.2012 vide their circular 

RBI/2012-13/138.RPCD.CO.plan.BC 13/04.09.01/2012-13 operational with immediate effect. 

 The priority sector loans sanctioned under the guidelines issued prior to the date of the above 

RBI circular dated 20.07.2012, will continue to be classified under priority sector till the maturity / 

renewal of the said loan. 

 

Categories under priority sector 

(i) Agriculture 

(ii) Micro and Small Enterprises 

(iii) Education 

(iv) Housing 

(v) Export Credit 

(vi) Others 

Targets 

Total Priority Sector: 

40% of ANBC or Credit equivalent to off balance sheet exposures as on 31st March of the preceding 

year. 

Agriculture:  

18% of ANBC orCredit equivalent to off balance sheet exposures as on 31st March of the preceding 

year. 

Direct agriculture 

13.5% of ANBC or Credit equivalent to off balance sheet exposures as on 31st March of the preceding 

year. 

Micro & Small Enterprises 

40 percent of total advances to micro and small enterprises sector should go to Micro 
(manufacturing) enterprises having investment in plant and machinery up to 5 lakh and micro 
(service) enterprises having investment in equipment up to 2 lakh 

20 percent of total advances to micro and small enterprises sector should go to Micro 
(manufacturing) enterprises with investment in plant and machinery above 5 lakh and up to 25 lakh, 
and micro (service) enterprises with investment in equipment above 2 lakh and up to 10 lakh 

The remaining 40% may be lent to Small (manufacturing) enterprises with investment in plant and 
machinery above 25 lakh and up to 500 lakh, and Small (service) enterprises with investment in 
equipment above 10 lakh and up to 200 lakhs 
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Weaker section: 

10% of ANBC or Credit equivalent to off balance sheet exposures as on 31st March of the preceding 

year. 
 
Description of the Categories under priority sector: 

Agriculture: 

Loans to individual farmers [including SHGs or JLGs, i.e. groups of individual farmers, provided banks 

maintain disaggregated data on such loans] engaged in Agriculture and Allied Activities, viz., dairy, 

fishery, animal husbandry, poultry, bee-keeping and sericulture (up to cocoon stage). 

i) Short-term loans to farmers for raising crops, i.e. for crop loans. 

This will include traditional/non-traditional plantations, horticulture and allied activities. 

(ii) Medium & long-term loans to farmers for agriculture and allied activities (e.g. purchase of 

agricultural implements and machinery, loans for irrigation and other developmental activities 

undertaken in the farm, and development loans for allied activities). 

(iii) Loans to farmers for pre-harvest and post-harvest activities, viz., spraying, weeding, harvesting, 

sorting, grading and transporting of their own farm produce. 

(iv) Loans to farmers up to 25 lakh against pledge/hypothecation of agricultural produce (including 

warehouse receipts) for a period not exceeding 12 months, irrespective of whether the farmers were 

given crop loans for raising the produce or not. 

(v) Loans to small and marginal farmers for purchase of land for agricultural purposes. 

(vi) Loans to distressed farmers indebted to non-institutional lenders. 

(vii) Bank loans to Primary Agricultural Credit Societies (PACS), Farmers’ Service Societies (FSS) and 

Large-sized Adivasi Multi Purpose Societies (LAMPS) ceded to or managed/ controlled by such banks 

for on lending to farmers for agricultural and allied activities. 

(viii) Loans to farmers under Kisan Credit Card Scheme. 

(ix) Export credit to farmers for exporting their own farm produce. 
 
Indirect agriculture 

Loans to corporates, partnership firms and institutions engaged in Agriculture and Allied Activities 

[dairy, fishery, animal husbandry, poultry, bee-keeping and sericulture (up to cocoon stage)] above 

Rs.2 crore. ( upto Rs. 2 crore to corporates and firms are treated as Direct Agriculture) 

 Export credit to corporate, partnership firms and institutions for exporting their own farm 

produce. 

 Loans upto 5 crore to Producer Companies set up exclusively by only small and marginal 

farmers under Part IXA of Companies Act, 1956 for agricultural and allied activities. 

 Bank loans to Primary Agricultural Credit Societies (PACS), Farmers’ Service Societies (FSS) and 

Large-sized Adivasi Multi Purpose Societies (LAMPS) other than those covered under paragraph III (1.1) 

(vii) of this circular. 
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Other indirect agriculture loans 

(i) Loans up to 1 crore per borrower to dealers /sellers of fertilizers, pesticides, seeds, cattle feed, 

poultry feed, agricultural implements and other inputs. 

(ii) Loans for setting up of Agriclinics and Agribusiness Centres. 

(iii) Loans up to 5 crore to cooperative societies of farmers for disposing of the produce of members. 

(iv) Loans to Custom Service Units managed by individuals, institutions or organisations who maintain 

a fleet of tractors, bulldozers, well-boring equipment, threshers, combines, etc., and undertake farm 

work for farmers on contract basis. 

(v) Loans for construction and running of storage facilities (warehouse, market yards, godowns and 

silos), including cold storage units designed to store agriculture produce/products, irrespective of their 

location. 

If the storage unit is a micro or small enterprise, such loans will be classified under loans to Micro and 

Small Enterprises sector. 

(vi) Loans to MFIs for on-lending to farmers for agricultural and allied activities as per the conditions 

specified. 

(vii) Loans sanctioned to NGOs, which are SHG Promoting Institutions, for on-lending to members of 

SHGs under SHG-Bank Linkage Programme for agricultural and allied activities. The all inclusive 

interest charged by the NGO/SHG promoting entity should not exceed the Base Rate of the lending 

bank plus eight percent per annum. 

(viii) Loans sanctioned to RRBs for on-lending to agriculture and allied activities. 

 

2. Micro and small enterprises 

The limits for investment in plant and machinery/equipment for manufacturing / service 
enterprise, as notified by Ministry of Micro Small and Medium Enterprises, vide, S.O.1642(E) 
dated September 29, 2006 are as under:- 

Manufacturing sectorEnterprises Investment in plant and machinery 

Micro Enterprises Do not exceed twenty five lakh rupees 

Small Enterprises More than twenty five lakh rupees but does not 
exceed five crore rupees 

Service Sector 

Enterprises Investment in equipment 

Micro Enterprises Does not exceed ten lakh rupees 

Small Enterprises More than ten lakh rupees but does not exceed 
two crore rupees 

 

Service Enterprises 

Bank loans up to 2 crore per unit to Micro and Small Enterprises engaged in providing or rendering of 

services and defined in terms of investment in equipment under MSMED Act, 2006. 

Export credit to MSE units (both manufacturing and services) for exporting of goods/services produced 

by them. 
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Khadi and Village Industries Sector (KVI) 

 

All loans sanctioned to units in the KVI sector, irrespective of their size of operations, location and 

amount of original investment in plant and machinery. Such loans will be eligible for classification 

under the sub-target of 60 percent prescribed for micro enterprises within the micro and small 

enterprises segment under priority sector. 

 

Indirect Finance 

 

(i) Loans to persons involved in assisting the decentralised sector in the supply of inputs to and 

marketing of outputs of artisans, village and cottage industries. 

(ii) Loans to cooperatives of producers in the decentralised sector viz. artisans village and cottage 

industries. 

(iii) Loans sanctioned by banks to MFIs for on-lending to MSE sector as per the conditions specified in 

paragraph VIII of this circular. 

 

Education 

 

Loans to individuals for educational purposes including vocational courses upto 10 lakh for studies in 

India and 20 lakh for studies abroad. 

 

Housing 

 

Loans to individuals for 

 

 up to 25 lakh in metropolitan centres with population above ten lakh and 

 15 lakh in other centres for purchase/construction of a dwelling unit per family 

** excluding loans sanctioned to bank’s own employees. 

Loans for repairs to the damaged dwelling units of families 

 up to 2 lakh in rural and semi- urban areas and 

 up to 5 lakh in urban and metropolitan areas. 

Bank loans to any governmental agency for construction of dwelling units or for slum clearance and 

rehabilitation of slum dwellers subject to a ceiling of 10 lakh per dwelling unit. 

The loans sanctioned by banks for housing projects exclusively for the purpose of construction of 

houses only to economically weaker sections and low income groups, the total cost of which do not 

exceed 10 lakh per dwelling unit. 

For the purpose of identifying the economically weaker sections and low income groups, the family 

income limit of 1,20,000 per annum, irrespective of the location, is prescribed. 
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Others 

a. Loans, upto 50,000 per borrower or Overdraft upto Rs.50,000/- (against No Frills or Basic SB) 

provided directly by banks to individuals and their SHG/JLG, provided the borrower’s household 

annual income in rural areas does not exceed 60,000/- and for non-rural areas it should not exceed 

1,20,000/-. 

b. Loans to distressed persons [other than farmers] not exceeding 50,000 per borrower to prepay their 

debt to non-institutional lenders. 

c. Loans outstanding under loans for general purposes under General Credit Cards (GCC). 

Loans sanctioned to State Sponsored Organisations for Scheduled Castes/ Scheduled Tribes for the 

specific purpose of purchase and supply of inputs to and/or the marketing of the outputs of the 

beneficiaries of these organisations. 

Loans sanctioned by banks directly to individuals for setting up off-grid solar and other off-grid 

renewable energy solutions for households. 

 

Weaker Sections: 

 

Priority sector loans to the following borrowers will be considered under Weaker Sections category:- 

(a) Small and marginal farmers; 

(b) Artisans, village and cottage industries where individual credit limits do not exceed 50,000; 

(c) Beneficiaries of Swarnjayanti Gram Swarozgar Yojana (SGSY), now National Rural Livelihood Mission 

(NRLM); 

(d) Scheduled Castes and Scheduled Tribes; 

(e) Beneficiaries of Differential Rate of Interest (DRI) scheme; 

(f) Beneficiaries under Swarna Jayanti Shahari Rozgar Yojana (SJSRY); 

(g) Beneficiaries under Scheme for Rehabilitation of Manual Scavengers (SRMS); 

(h) Loans to Self Help Groups; 

(i) Loans to distressed farmers indebted to non-institutional lenders; 

(j) Loans to distressed persons other than farmers not exceeding 50,000 per borrower to prepay their 

debt to non-institutional lenders; 

(k) Loans to individual women beneficiaries upto 50,000 per borrower; 

 

Small and Marginal Farmers: 

Farmers with landholding of up to 1 hectare is considered as Marginal Farmers. Farmers with a 

landholding of more than 1 hectare but less than 2 hectares are considered as Small Farmers. For the 

purpose of priority sector loans ‘small and marginal farmers’ include landless agricultural labourers, 

tenant farmers, oral lessees and share-croppers, whose share of landholding is within above limits 

prescribed for “Small and Marginal Farmer”. 
 
……………………………………………………………………………………………………………………………………............................ 
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Pradhan Mantri Suraksha Bima Yojana (accident insurance) 
 Under the accident insurance scheme, a person will be provided cover of Rs.200,000 for an 

annual premium of Rs.12. The cover is for accidental death or permanent total disability. 
 The scheme will be available to people in the age group of 18 to 70 years with a savings bank 

account, who give their consent to join and enable auto-debit on or before May 31 for the 
coverage period - June 1 to May 31 - on an annual renewal basis. 

 
……………………………………………………………………………………………………………………………………............................ 
 
Pradhan Mantri Jeevan Jyoti Bima Yojana (life insurance) 

 The life insurance scheme will offer a renewable one year life cover of Rs.200,000 to all savings 
bank account holders in the age group of 18 to 50 years, covering death due to any reason, for 
a premium of Rs.330 per annum per subscriber. 

 However people who have joined the scheme before attaining the age 50 may continue till the 
age of 55 years. 

 It is important to note, even in case where one is already covered through other life insurance 
from term insurance, endowment plans, ULIPs or under any group life insurance schemes, 
he/she still be eligible to be a member of this scheme. 

 
……………………………………………………………………………………………………………………………………............................ 
 
Atal Pension Yojana (APY) 

 The scheme focuses on the unorganised sector and provides subscribers a fixed minimum 
pension of Rs.1,000, Rs.2,000, Rs.3,000, Rs.4,000 or Rs.5,000 per month starting at the age of 
60 years, depending on the contribution option exercised on entering at an age between 18 
and 40 years. 

 Thus, the period of contribution by any subscriber under APY would be 20 years or more. 
 The benefit of fixed minimum pension enjoys sovereign guarantee. 
 While the scheme is open to bank account holders in the prescribed age group, the central 

government would also co-contribute 50 percent of the total contribution or Rs. 1,000 per 
annum, whichever is lower, for five years. 

 The government contribution will be for those joining the scheme before Dec 31, 2015, are 
not members of any statutory social security scheme and are not income tax payers. 

 
……………………………………………………………………………………………………………………………………............................ 
 

MUDRA – Micro Units Development & Refinance Agency Ltd  

Under the aegis of Pradhan Mantri MUDRA Yojana (PMMY), MUDRA has already created its initial 

products / schemes. The interventions have been named 'Shishu', 'Kishor' and 'Tarun' to signify the 

stage of growth / development and funding needs of the beneficiary micro unit / entrepreneur and 

also provide a reference point for the next phase of graduation / growth to look forward to : 

 Shishu : covering loans upto 50,000/- 

 Kishor : covering loans above 50,000/- and upto 5 lakh 

 Tarun : covering loans above 5 lakh and upto 10 lakh 

……………………………………………………………………………………………………………………………………............................ 
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RIGHT TO INFORMATION ACT, 2005 
 

 Information can be sought by citizens of India. 
 Fee prescribed for application is Rs.10/- No fee is payable by person below the poverty line. 
 If applicants request copies. 

 
 For each page to be created/copied in A4 or A3 size paper - Rs. 2 per copy.  
 For each page to be created in paper of larger size - Actual charge. 
 For inspection of record for first one hour - No charge. 
 For inspection of record for more than 1 hour - Rs.5 per each 15 mins 
 For information to be provided in a diskette of Floppy - Rs. 50 per diskette. 

 
 The public Information Officer should furnish the information within 30 days of receipt of 

application (for life or liberty of a person within 48 hours) 
 Penalty Rs.250/- per day maximum of Rs.25000/- 
 Not applicable in Jammu & Kashmir. 
 Any person can appeal (FIRST) within 30 days from receipt of decision or expiry period. Second 

appeal can be made within 90 days from receipt of decision of first appeal or expiry. 
 Exemption from disclosure of info is available in terms sec 8 and for rejection as per sec 9. 

 
……………………………………………………………………………………………………………………………………............................ 
 
PUBLIC PROVIDENT FUND SCHEME, 1968 
 

 Can be opened by Individual & Minor with father or mother, only ONE a/c can be opened 
either in Post office or in Banks  

 NRI & HUF cannot open. HUF accounts opened on or before 13/05/2005 will be allowed to 
mature and matured HUF account should be closed on 31/03/2011.  

 Minimum  Rs.500/-  &  Maximum  Rs150000/-  in  a  financial  year  (in  12 instalments) If 
Father has 1 a/c & he has opened another a/c along with minor child then he must deposit 
min. of Rs.500/- in each a/c but max. of Rs. 150000/in both the a/c taken together.  

 Interest is payable on lowest balance between 5th & last day of each month  
 Rate of interest is 8.7% WEF 01/04/2013  
 Interest earned is Tax free  
 After the maturity of PPF it can be extended for a block of 5 years. Any no. of extensions of 5 

years block can be sought after expiry of each block  
 Nomination is allowed in favour of one or more person  
 PPF cannot be attached by garnishee order but can be attached by Income Tax order 
 If a/c is opened at minimum subscription & minimum subscription of Rs. 500/- is deposited in 

the 1st year & if not deposited in a subsequent year then the party has take the initial 
subscription with upto date interest on maturity or a/c can be regularized by paying a 
subscription of Rs. 500/- & late fee of Rs. 50/- per year of default.  

 Loans & withdrawals are allowed as per rules. Loan interest for 36 months is 2% for more than 
36 months it is 6%  

 No Agency commission is to be paid by branches WEF 01/12/2011  
 Only authorized branches can open  

 
……………………………………………………………………………………………………………………………………............................ 
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SENIOR CITIZEN SCHEME, 2004 
 

 Person 60 years & above can open Maximum total amount of deposit is Rs.15 lakhs  
 Person 55 years & above can open provided they have retired either on superannuation or 

VRS etc. maximum amount cannot exceed the total retirement benefits or Rs.15 lakhs 
whichever is less (Retirement benefits received should be respectively deposited within one 
month of its receipt).Armed force personnel who retires on superannuation can open 
irrespective of age criterion subject to max retirement benefits or 15 lakhs whichever is less  

 Interest is payable quarterly @ 9.2% p.a. WEF 01/04/2013  
 It can be opened for 5 years on expiry of 5 years It can be extended for a block of 3 years  
 If closed prematurely after one year but before 2 years 1.5% of amount deposited will be 

deducted. If closed after 2 years 1% of the amount deposited will be deducted. On the 
extended block of 3 years no penalty will be charged if account is closed after one year  

 More than One nominee is permitted.  
 Nominees PHOTO & signature to be obtained  
 TDS to be deducted at source  
 A person can have more than one a/c but the total of all the a/cs should not exceed the cap 

amount 
 It can be transferred from Post office to Bank & vice versa Upto 1 lakh no charge for 

transferring the a/c for the 1st transfer a fee of Rs. 5/- per Lac or part thereof & for 
subsequent transfer Rs.10/- per Lac & part thereof.  

 NO Agency commission is to be paid by branches WEF 01/12/2011  
 Only authorized branches who can open PPF a/c can open SCSS, 2004 

 
……………………………………………………………………………………………………………………………………............................ 

 
FOREIGN EXCHANGE 

 

 Irrevocable LC-Cancelled only with the consent of beneficiary, applicant Bank, confirming 
bank. Nothing mentioned means it is an irrevocable LC.  

 Red clause LC-PRESHIPMENT FINANCE for packing 
 Green clause LC- Advance for storage of goods in warehouse. 
 Standby LC- Performance/Bid Guarantee.  
 Documentary LC-Bill drawn under Document of title to goods. 
 Revolving LC-Reinstatment of credit.  
 Examination of documents by issuing bank-5 banking days  
 Documents to be presented not later than 21 calendar days after shipment. 

 
 FEMA (Foreign exchange management act)-2/12/1999. 
 Forex released by Ads-Business-USD 25000, Medical, Education, employment – USD-100000, 

Remittance under liberalised remittance scheme-USD 200000 
 Balance of trade=Exports-imports  
 Direct quotation –Buy low sell high, Foreign currency is fixed, variable unit of home currency 
 Value date-date of credit to nostro  
 TOM-Settled on next working day, spot-within 48 hours.  
 Forwards-Predetermined future date 
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 Gold card scheme for exporters-for worthy exporters without any default, additional stand by 
limit of minimum 20% will be given apart from regular limit for business needs with auto 
renewal for 3 years. 

 Deemed exports-trade and supplies made within India. Ex sale to foreign tourists. 
 R RETURN-ONCE IN 15 DAYS, 
 XOS -6 MONTHS 
 BEF-IMPORTS-6 MONTHS TO BE SUBMITTEDTO RBI. 
 Bills discount-Bill buying rate to be applied  
 Encashment of TC-TT Buying rate to be applied. 
 Retirement of bill-Bill selling rate to be applied. 

 
 Direct quotation- 1 $= Say Rs 61.93 
 Indirect Quotation- Rs 61.93= 1$  
 Rules for purchase/sales.- Direct Rate- Buy low sell high Indirect rate-Buy high sell low 
 NRI-No need to obtain permission from RBI for opening account for Bangladesh Nationality  
 FCNR –Any permitted currency(Pound Sterling, US Dollar, Japanese yen, Euro, Canadian Dollar 

and Australian Dollar),Only term deposit permitted, period 1 to 5 years-Amount repatriable, 
Joint account permitted with NRIs or close relative in India 

 
 NRE-Can be opened in SB/CD/TD,INDIAN CURRENCY,REPATRIABLE.(For TD period will be 1 TO 

10 YEARS) 
 NRO –Can be opened by any person resident outside India in Indian Rupee. Amount is not 

repatriable-Can be opened in the form of SB/CD/TD. 
 Foreign nationals visiting India can also open NRO accounts for a maximum period of 6 

months, loans permitted. 
 Incoterms-International commercial terms.(FOB-Free on board, C&f- Cost and freight, CIF- 

Cost, Insurance, Freight)  
 Period of credit for packing credit- 360 days Post shipment- 365 days.  
 Transit period- 25 days. 

 
……………………………………………………………………………………………………………………………………............................ 
 
RFC 
A Non Resident Indian, who returns to homeland (India), is allowed to open, hold and maintain 
account in foreign currency with Authorised Dealer banks in India. The account is called 'RESIDENT 
FOREIGN CURRENCY (RFC) ACCOUNT'. Example-Terminal benefit, pension from employer. 
 
RFC account may be opened by an individual in the form of savings, current or term deposit account. 
Account can be opened singly or jointly. 
 
RFC DOMESTIC - Resident individuals - ONLY CURRENT ACCOUNT PERMITTED, FOREIGN CURRENCY 
ACQUIRED BY GIFT ETC 
EEFC- Indian exporter,100% foreign exchange earnings can be placed in account,No loan,only current 
account can be opened. 
ECB- External commercial borrowings- Loan raised by Corporates,hotels software companies from Non 
Resident lenders. Maximum amount is USD 750 million. 
 
……………………………………………………………………………………………………………………………………............................ 
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FOREIGN EXCHANGE –II 
 
TYPES OF FOREIGN EXCHANGE TRANSACTIONS 
  

 Inter-Bank Transactions: Forex transaction between two banks/institutions. 
 Merchant Transactions : Sale or purchase transactions with the Customers. 

 
 
TYPES OF ACCOUNTS 
 
 

 NOSTRO ACCOUNTS :` OUR ACCOUNT WITH YOU` It is a foreign currency account maintained 
by a bank in domestic country with a bank in foreign country.  

 VOSTRO ACCOUNTS : `YOUR ACCOUNT WITH US` Rupees account of a foreign bank in India. 
 LORO ACCOUNT : `THEIR ACCOUNT WITH YOU` Account of a third bank abroad. 

 
FOREIGN EXCHANGE MANAGEMENT ACT (FEMA) 
 
 

 FEMA was implemented in India w.e.f 1/6/2000 : FEMA defines certain terms such as :  
 Capital account transactions: One that alter the assets or liabilities outside India of a person 

resident in India or assets or liabilities in India, of a person resident outside India.  
 Current account transactions : Other than capital account transactions and includes payments 

due in connection with foreign trade, other current business services and short term banking 
and credit facilities in ordinary course of business.  

 Resident as per FEMA : Any person resident in India for more than 182 days during the course 
of preceding financial year will be taken as resident in India. 

 
 
EXCHANGE RATE MECHANISM 
 

 Direct Method: A given number of units of local currency per unit of foreign currency example: 
US dollar 1=Rs.49 - 49.20  

 Indirect Method: A given number of units of foreign currency per given units of local in India, 
w e f 02/08/1993 direct quotations are being used. 

 

METHOD OF DELIVERY OF FOREX 

 

Ready/Cash The transaction on the same date.   Also known as ‘value  today’ 

TOM 
The delivery of foreign exchange/currency to be made on the day next to the date of 
transaction. 

SPOT Exchange of currencies take place two days after the date of contract- Spot Rate. 

FORWARD 
When the delivery has to take place at a date farther  than the spot date, then it is a 
forward transaction - Forward Rate 

 
 
……………………………………………………………………………………………………………………………………............................ 
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Uses of Information Technology in Indian Banking Sector 
 

 Real Time Gross Settlement (RTGS) 
 National Electronic Funds Transfer (NEFT) 
 Immediate Payment Service (IMPS) 
 Internet Banking 
 Mobile Banking 
 Any where Banking 
 Automated Teller Machine (ATM) 
 Cash Dispensers 
 Electronic Clearing Service 
 Chip/Credit/Debit Card 
 Phone Banking 
 Tele-banking 

 
…………………………………………………………………………………………………………………………………............................... 
 
National Electronic Funds Transfer (NEFT) 
 

 National Electronic Funds Transfer (NEFT) is transfer of funds online by a financial institution, 
mainly for the banks in India. 

 NEFT is an electronic fund transfer system that operates on a Deferred Net Settlement (DNS) 
basis which settles transactions in batches. 

 NEFT has no limit either minimum or maximum - on the amount of funds that could be 
transferred using NEFT. 

 
Real Time Gross Settlement (RTGS) 
 

 RTGS is based on the gross settlement where the transaction is settled on an instruction by 
instruction basis. 

 In RTGS the minimum amount should be above Rs 2 lakh and maximum amount is Rs 10 Lakh. 
 
Immediate Payment Service (IMPS) 
 

IMPS basically involves a transfer mechanism using the mobile phone. A host of banks allow 
the transfer through this mechanism including the reputed banks like State Bank of India, ICICI Bank 
and Axis Bank. Here is the limit is set by the bank. For example, State Bank of India permit only one 
beneficiary in a calendar day. Which means one cannot send money through IMPS for more then one 
beneficiary in a day. 
 
…………………………………………………………………………………………………………………………………............................... 
 
Aadhaar Enabled Payment System(AEPS) 
 
AEPS is a bank led model which allows online interoperable financial inclusion transaction at PoS 
(MicroATM) through the Business correspondent of any bank using the Aadhaar authentication.  
The four Aadhaar enabled basic types of banking transactions are as follows:- 

 Balance Enquiry 
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 Cash Withdrawal 
 Cash Deposit 
 Aadhaar to Aadhaar Funds Transfer 

 
The only inputs required for a customer to do a transaction under this scenario are:- 

 IIN (Identifying the Bank to which the customer is associated) 
 Aadhaar Number 
 Fingerprint captured during their enrollment 

 
National Payments Corporation of India (NPCI) 
 
National Payments Corporation of India (NPCI) is an umbrella organization for all retail payments 
system in India. It was set up with the guidance and support of the Reserve Bank of India (RBI) and 
Indian Banks’ Association (IBA).  
 
The core objective was to consolidate and integrate the multiple systems with varying service levels 
into nation-wide uniform and standard business process for all retail payment systems. The other 
objective was to facilitate an affordable payment mechanism to benefit the common man across the 
country and help financial inclusion. 
 
NPCI has ten promoter banks namely, State Bank of India, Punjab National Bank, Canara Bank, Bank of 
Baroda, Union Bank of India, Bank of India, ICICI Bank, HDFC Bank, Citibank and HSBC.  
 
…………………………………………………………………………………………………………………………………............................... 
 
Magnetic Ink Character Recognition (MICR) 
 
MICR stands for Magnetic Ink Character Recognition. It is a technology which allows machines to read 
and process cheques enabling thousands of cheque transactions in a short time. MICR code is usually 
a nine digit code comprising of some important information about the transaction and the bank. 
 
Indian Financial System Code (IFSC) 
 
IFSC Code is Indian Financial System Code, which is an eleven character code assigned by RBI to 
identify every bank branches uniquely, that are participating in NEFT system in India. This code is used 
by electronic payment system applications such as RTGS, ,National Electronic Fund Transfer and CFMS. 
 
Cheque Truncation System (CTS) 
 
Cheque Truncation System (CTS) is a cheque clearing system undertaken by the Reserve Bank of India 
(RBI) for faster clearing of cheques. As the name suggests, truncation is the process of stopping the 
flow of the physical cheque in its way of clearing. 
 
…………………………………………………………………………………………………………………………………............................... 
 
MONEY GRAM 
 

 Account holder should be from GULF 
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 Maximum remittance permitted-USD 2500, 8 Digit numerical number is necessary for the 
receiver. 

 Done through ThomasCook agent of Money Gram International Inc.. 
 Maximum transaction by receiver is 30 per calendar year. Purpose-Family, Personal 

maintenance. 
 
EXPRESS MONEY SCHEME (ACCOUNT HOLDER SHOULD BE FROM GULF) 

 Maximum amount that can be paid-Rs 50000 
 16 digit numerical reference to be provided by the receiver (not Mandatory) 
 Maximum transaction-30 per year 
 Purpose-Family, Personal maintenance. 
 Organisation- UAE Exchange centre. 

 
……………………………………………………………………………………………………………………………………............................ 
 

General Credit Card. 

 A Non farm entrepreneurial credit to individuals. 
 Eligible for Priority sector classification. 
 No ceiling as regard quantum of credit. 

 
White label ATMs 

 Which does not have Bank LOGOs. 
 Non Bank entities are permitted to open such ATMs. 

 
Brown label' ATM are those Automated Teller Machines where hardware and the lease of the ATM 

machine is owned by a service provider, but cash management and connectivity to banking networks 

is provided by a sponsor bank whose brand is used on the ATM. 

……………………………………………………………………………………………………………………………………............................ 
 
Minority community. 

 Sikhs 
 Muslims 
 Christians 
 Zoroastrians 
 Buddhists 

 
High risk customers. 

 Politically exposed persons. 
 NRIs 
 NGOs(Not promoted by United nations) 
 Trusts, Charities. 
 Firms with sleeping partners. 
 Companies having close family share holding or beneficial ownership.  

 
……………………………………………………………………………………………………………………………………............................ 
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Ratio Analysis 
 
Financial ratios are mathematical comparisons of financial statement accounts or categories. These 
relationships between the financial statement accounts help investors, creditors, and internal 
company management understand how well a business is performing and areas of needing 
improvement. 
 
Financial ratios are the most common and widespread tools used to analyze a business' financial 
standing. Ratios are easy to understand and simple to compute. They can also be used to compare 
different companies in different industries.  
 
Ratios allow us to compare companies across industries, big and small, to identify their strengths and 
weaknesses. Financial ratios are often divided up into seven main categories: liquidity, solvency, 
efficiency, profitability, market prospect, investment leverage, and coverage. 
 
Liquidity Ratios 
Solvency Ratios 
Efficiency Ratios 
Profitability Ratios 
Market Prospect Ratios 
Financial Leverage Ratios 
Coverage Ratios 
..................................................... 

Liquidity Ratios 
--------------------- 
 
Liquidity ratios analyze the ability of a company to pay off both its current liabilities as they become 
due as well as their long-term liabilities as they become current. In other words, these ratios show the 
cash levels of a company and the ability to turn other assets into cash to pay off liabilities and other 
current obligations. 
 
Most common liquidity ratios are : 
 
Quick Ratio or Acid Test Ratio 
Current Ratio or Working Capital Ratio 
Times Interest Earned Ratio 
Net Working Capital = CA-CL 
 
..................................................... 
 
Quick Ratio or Acid Test Ratio 
 
The quick ratio or acid test ratio is a liquidity ratio that measures the ability of a company to pay its 
current liabilities when they come due with only quick assets. Quick assets are current assets that can 
be converted to cash within 90 days or in the short-term. Cash, cash equivalents, short-term 
investments or marketable securities, and current accounts receivable are considered quick assets. 
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Short-term investments or marketable securities include trading securities and available for sale 
securities that can easily be converted into cash within the next 90 days. Marketable securities are 
traded on an open market with a known price and readily available buyers. 
 
Formula 
----------- 
Quick Ratio or Acid Test Ratio = (Cash + Cash Equivalents + Short Term Investments + Marketable 
Securities + Accounts Receivable) / Current Liabilities 
 
or 
 
Quick Ratio = (Current assets – Inventory - Advances - Prepayments Current Liabilities) / Current 
Liabilities 
 
Example : 
------------- 
M/s Raj&co's  balance sheet included the following accounts: 
 
Cash: 10,000 
Accounts Receivable: 5,000 
Inventory: 5,000 
Stock Investments: 1,000 
Prepaid taxes: 500 
Current Liabilities: 15,000 
 
Find the Quick Ratio 
 
Quick Ratio = Cash + Cash Equivalents + Short Term Investments + Marketable Securities + Accounts 
Receivable) / Current Liabilities 
 
= (10000+5000+1000) / 15000 
= 16000 / 15000 
= 1.07 
 
................................. 
 
Current Ratio or Working Capital Ratio 
 
The current ratio is a liquidity and efficiency ratio that measures a firm's ability to pay off its short-
term liabilities with its current assets. The current ratio is an important measure of liquidity because 
short-term liabilities are due within the next year. 
 
The current ratio is calculated by dividing current assets by current liabilities. 
 
The current ratio helps investors and creditors understand the liquidity of a company and how easily 
that company will be able to pay off its current liabilities. This ratio expresses a firm's current debt in 
terms of current assets. So a current ratio of 4 would mean that the company has 4 times more 
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current assets than current liabilities. A higher current ratio is always more favorable than a lower 
current ratio because it shows the company can more easily make current debt payments. 
 
Formula 
----------- 
 
Current Ratio or Working Capital Ratio = Current Assets / Current Liabilities 
 
Example : 
-------------- 
 
XYZ shoes sells shoes. It is applying for loans to help fund to increase the inventory. The bank asks for 
its balance sheet so they can analysis the current debt levels. According to XYZ shoes's balance sheet it 
reported 10,00,000 of current liabilities and only 2,50,000 of current assets. Will the loan get 
approved? 
 
Current Ratio = Current Assets / Current Liabilities 
= 250000 / 1000000 
= 0.25 
 
XYZ shoes only has enough current assets to pay off 25 percent of his current liabilities. This shows 
that XYZ shoes is highly leveraged and highly risky. Banks would prefer a current ratio of at least 1 or 2, 
so that all the current liabilities would be covered by the current assets. Since XYZ shoes's ratio is so 
low, it is unlikely that it will get approved for his loan. 
................................. 
 
Solvency Ratios 
 
Solvency ratios, also called leverage ratios, measure a company's ability to sustain operations 
indefinitely by comparing debt levels with equity, assets, and earnings. In other words, solvency ratios 
identify going concern issues and a firm's ability to pay its bills in the long term. Many people confuse 
solvency ratios with liquidity ratios.  
 
Solvency ratios show a company's ability to make payments and pay off its long-term obligations to 
creditors, bondholders, and banks. Better solvency ratios indicate a more creditworthy and financially 
sound company in the long-term. 
 
The most common solvency ratios include: 
Debt to Equity Ratio 
Equity Ratio 
Debt Ratio 
 
Debt Equity Ratio = Long term debt/Equity 
DSCR - Debt Service Coverage ratio = NP after tax + depreciation + Int on TL/Int on TL + Installment. 
Tangible net worth = Networth-Intangible assets 
 
................................. 
  

www.b
an

kp
ro

m
ot

ion
ex

am
s.c

om

http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/
http://www.jaiibcaiibmocktest.com/
http://www.bankpromotionexams.com/
http://www.onlyforbankers.in/


www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 
Facebook Groups -      JAIIB CAIIB STUDY MATERIALS / CAIIB DISCUSSION 

                                             BANK PROMOTION EXAMS / ONLY FOR BANKERS 
murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

………………………………………………………………………………………………………………………...………………………………… 

 

………………………………………………………….…………………………………………………………………………………………… 
www.jaiibcaiibmocktest.com, www.bankpromotionexams.com, www.onlyforbankers.in 

murugan0501@gmail.com, admin@jaiibcaiibmocktest.com, 09994452442 

80 

Debt to Equity Ratio 
 
The debt to equity ratio shows the percentage of company financing that comes from creditors and 
investors. A higher debt to equity ratio indicates that more creditor financing (bank loans) is used than 
investor financing (shareholders). 
 
The debt to equity ratio is calculated by dividing total liabilities by total equity 
 
Formula 
----------- 
 
Debt to Equity Ratio = Total Liabilities / Total Equity 
 
Example : 
-------------- 
 
A company has 1,00,000 of bank lines of credit and a 5,00,000 mortgage on its property. The 
shareholders of the company have invested 12,00,000. Calculate the debt to equity ratio. 
 
 
DER = TL / Total Equity 
= (100000+500000) / 1200000 
= 600000 / 1200000 
= 0.5 
 
................................. 
 
Equity Ratio 
 
The equity ratio is an investment leverage or solvency ratio that measures the amount of assets that 
are financed by owners' investments by comparing the total equity in the company to the total assets. 
 
The equity ratio is calculated by dividing total equity by total assets. 
 
Formula 
---------- 
Equity Ratio = Total Equity / Total Assets 
 
Example : 
------------- 
A company has total assets at 1,50,000 and its total liabilities are 50,000. Based on the accounting 
equation, we can assume the total equity is 1,00,000. Find the Equity Ratio. 
 
ER = Total Equity / TA 
= 100000 / 150000 
= 0.67 
 
................................. 
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Debt Ratio 
 
Debt ratio is a solvency ratio that measures a firm's total liabilities as a percentage of its total assets. In 
a sense, the debt ratio shows a company's ability to pay off its liabilities with its assets. In other words, 
this shows how many assets the company must sell in order to pay off all of its liabilities. 
 
This ratio measures the financial leverage of a company. Companies with higher levels of liabilities 
compared with assets are considered highly leveraged and more risky for lenders. 
 
This helps investors and creditors analysis the overall debt burden on the company as well as the 
firm's ability to pay off the debt in future, uncertain economic times. 
 
The debt ratio is calculated by dividing total liabilities by total assets. 
 
Formula 
---------- 
Debt Ratio = Total Liabilities / Total Assets 
 
Example: 
------------- 
 
A company has total assets at 1,50,000 and its total liabilities are 50,000. Based on the accounting 
equation, we can assume the total equity is 1,00,000. Find the Debt Ratio. 
 
DR = TL / TA 
= 50000 / 150000 
= 0.33 
 
................................. 
 
Efficiency Ratios 
 
Efficiency ratios also called activity ratios measure how well companies utilize their assets to generate 
income. Efficiency ratios often look at the time it takes companies to collect cash from customer or the 
time it takes companies to convert inventory into cash—in other words, make sales. These ratios are 
used by management to help improve the company as well as outside investors and creditors looking 
at the operations of profitability of the company. 
 
Efficiency ratios go hand in hand with profitability ratios. Most often when companies are efficient 
with their resources, they become profitable. Wal-Mart is a good example. Wal-Mart is extremely 
good at selling low margin products at high volumes. In other words, they are efficient at turning their 
assets. Even though they don't make much profit per sale, they make a ton of sales. Each little sale 
adds up. 
 
Here are the most common efficiency ratios are : 
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Accounts Receivable Turnover Ratio 
 
It's an efficiency ratio or activity ratio that measures how many times a business can turn its accounts 
receivable into cash during a period. In other words, the accounts receivable turnover ratio measures 
how many times a business can collect its average accounts receivable during the year. A turn refers to 
each time a company collects its average receivables. This ratio shows how efficient a company is at 
collecting its credit sales from customers. Some companies collect their receivables from customers in 
90 days while other take up to 6 months to collect from customers. 
 
Formula 
------------ 
 
Accounts Receivable Turnover Ratio = Net Credit Sales / Average Accounts Receivable 
 
The reason net credit sales are used instead of net sales is that cash sales don't create receivables. 
Only credit sales establish a receivable, so the cash sales are left out of the calculation. Average 
receivables is calculated by adding the beginning and ending receivables for the year and dividing by 
two. In a sense, this is a rough calculation of the average receivables for the year. 
 
Example 
----------- 
 
Babu's Ski Shop is a retail store that sells outdoor skiing equipment. Babu offers accounts to all of his 
main customers. At the end of the year, Babu's balance sheet shows 20,000 in accounts receivable, 
75,000 of gross credit sales, and 25,000 of returns. Last year's balance sheet showed 10,000 of 
accounts receivable. Find the Accounts Receivable Turnover Ratio. 
 
The first thing we need to do in order to calculate Babu's turnover is to calculate net credit sales and 
average accounts receivable. Net credit sales equals gross credit sales minus returns (75,000 – 25,000 
= 50,000). Average accounts receivable can be calculated by averaging beginning and ending accounts 
receivable balances ((10,000 + 20,000) / 2 = 15,000). 
 
Accounts Receivable Turnover Ratio = Net Credit Sales / Average Accounts Receivable 
 
= 50000 / 15000 
= 3.33 
 
................................. 
 
Asset Turnover Ratio or Total Asset Turnover Ratio 
 
The asset turnover ratio is an efficiency ratio that measures a company's ability to generate sales from 
its assets by comparing net sales with average total assets. In other words, this ratio shows how 
efficiently a company can use its assets to generate sales. 
 
The total asset turnover ratio calculates net sales as a percentage of assets to show how many sales 
are generated from each dollar of company assets. For instance, a ratio of .5 means that each dollar of 
assets generates 50 cents of sales. 
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Formula 
----------- 
 
Asset Turnover Ratio or Total Asset Turnover Ratio = Net Sales / Average Total Assets 
 
Example 
----------- 
 
Seela's Tech Company is a tech start up company that manufactures a new tablet computer. Seela is 
currently looking for new investors and has a meeting with an angel investor. The investor wants to 
know how well Seela uses her assets to produce sales, so he asks for her financial statements. 
 
Here is what the financial statements reported: 
 
Beginning Assets: 50,000 
Ending Assets: 1,00,000 
Net Sales: 25,000 
The total asset turnover ratio is ...... 
 
Asset Turnover Ratio or Total Asset Turnover Ratio = Net Sales / Average Total Assets 
 
= 25000 / ((50000+100000)/2) 
= 25000 / (150000/2) 
= 25000 / 75000 
= 0.33 
 
As you can see, Seela's ratio is only 0.33. This means that for every Rupee in assets, Sally only 
generates 33 Paisa. In other words, Seela's start up is not very efficient with its use of assets. 
 
................................. 
 
Inventory Turnover Ratio 
 
The inventory turnover ratio is an efficiency ratio that shows how effectively inventory is managed by 
comparing cost of goods sold with average inventory for a period. This measures how many times 
average inventory is "turned" or sold during a period. In other words, it measures how many times a 
company sold its total average inventory dollar amount during the year. 
 
This ratio is important because total turnover depends on two main components of performance. The 
first component is stock purchasing. If larger amounts of inventory are purchased during the year, the 
company will have to sell greater amounts of inventory to improve its turnover. If the company can't 
sell these greater amounts of inventory, it will incur storage costs and other holding costs. 
 
The second component is sales. Sales have to match inventory purchases otherwise the inventory will 
not turn effectively. That's why the purchasing and sales departments must be in tune with each 
other. 
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The inventory turnover ratio is calculated by dividing the cost of goods sold for a period by the average 
inventory for that period. 
Formula 
----------- 
 
Inventory Turnover Ratio = Cost of Goods Sold / Average Inventory 
 
Example 
----------- 
 
Govind's Furniture Company sells industrial furniture for office buildings. During the current year, 
Govind reported cost of goods sold on its income statement of 10,00,000. Govind's beginning 
inventory was 30,00,000 and its ending inventory was 40,00,000. Govind's turnover is ...... 
Inventory Turnover Ratio = Cost of Goods Sold / Average Inventory 
= 1000000 / ((3000000+4000000)/2) 
= 1000000 / (7000000/2) 
= 1000000 / 3500000 
= 0.29 Times 
 
This means that Govind only sold roughly a third of its inventory during the year. It also implies that it 
would take Govind approximately 3 years to sell his entire inventory or complete one turn. In other 
words, Govind does not have very good inventory control. 
 
................................. 
 
Profitability Ratios 
 
Profitability ratios compare income statement accounts and categories to show a company's ability to 
generate profits from its operations. Profitability ratios focus on a company's return on investment in 
inventory and other assets. These ratios basically show how well companies can achieve profits from 
their operations. 
 
Investors and creditors can use profitability ratios to judge a company's return on investment based on 
its relative level of resources and assets. In other words, profitability ratios can be used to judge 
whether companies are making enough operational profit from their assets. In this sense, profitability 
ratios relate to efficiency ratios because they show how well companies are using thier assets to 
generate profits. Profitability is also important to the concept of solvency and going concern. 
 
Here are some of the key ratios that investors and creditors consider when judging how profitable a 
company should be: 
 
Gross Margin Ratio 
Profit Margin 
Return on Assets 
Return on Capital Employed 
Return on Equity 
 
................................. 
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Market Prospect Ratios 
 
Market Prospect ratios are used to compare publicly traded companies' stock prices with other 
financial measures like earnings and dividend rates. Investors use market prospect ratios to analyze 
stock price trends and help figure out a stock's current and future market value. 
 
In other words, market prospect ratios show investors what they should expect to receive from their 
investment. They might receive future dividends, earnings, or just an appreciated stock value. These 
ratios are helpful for investors to predict how much stock prices will be in the future based on current 
earnings and dividend measurements. For instance, a downward trend in earnings per share and 
dividend yield point to profitability problems and could even raise going concern issues. All of these 
issues point to a lower stock evaluation. 
 
Here are some of the basic market prospect ratios that investors tend to analyze. 
 
Earnings Per Share 
Price Earnings Ratio or P/E Ratio 
Dividend Payout Ratio 
Dividend Yield 
 
................................. 
 
Coverage Ratios 
 
Coverage ratios are comparisons designed to measure a company's ability to pay its liabilities. On the 
surface, coverage ratios might sound a lot like liquidity and solvency ratios, but there is a distinct 
difference. Coverage ratios analyze a company's ability to service its debt and other obligations. 
 
In other words, these ratios measure how well companies can afford to make the interest payments 
associated with their debt. Some ratios also include obligations that are not typical liabilities like 
regular dividend payments to stockholders. Here are the main coverage ratios used to analyze 
companies. 
 
Times Interest Earned Ratio 
Fixed Charge Coverage Ratio 
Debt Service Coverage Ratio 
 
................................. 
 
Profitability 
 

 Gross Profit Ratio= Gross Profit / Net sales x100  

 Operating Profit Ratio = Operating Profit/ Net sales x 100  

 Net Profit Ratio = Net Profit/Net Sales x 100  

 Return on Net Worth = Net profit after tax / Tangible Net Worth x 100  

 Return On Capital Employed = PBIT / Total Capital Employed x 100  

 (Capital Employed = Tangible NW + TL + CL)  
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Activity 

Inventory Turn Over Ratio =  Cost of Goods sold 
Average Stock 

Shows turnover of inventory during a period 

Debtors Velocity= Average Receivables/ Credit Sales x12 or 52 or 365 

Shows debt collection period from debtors 

Creditors Velocity= Average Creditors / Credit Purchases x12 or 52 or 365 

Shows time taken to pay the creditors 

Holding Period- As per Past Practice 

Raw Materials =  Average Stock of R.M.              . 
Raw Materials consumed p.m. 

 
Semi Finished goods =  Average Stock of SFG  

Cost of Production p.m. 
 

Finished Goods =   Average Stock of F.G. 
Cost of Sales p.m. 

 

Other Ratios 

Fixed Assets Coverage Ratio :-  Net fixed assets 
     Term Liabilities 
 

Interest Coverage Ratio - Standard :   2 :1 

EBIT (Earning before interest & tax)  
Total Interest Obligation 
 

Debt Service Coverage Ratio :- 1.5 : 1 

Net Profit after Tax + Depreciation + Int. On T/L  

Interest on T/L + Instalment on Term Loan 

Asset Coverage Ratio: Chargeable C.A.+Net F.A. + Collateral/Cash Credit + Term Loan = 1.5 :1 

Turn Over Ratios 

Capital Turn Over Ratio = Cost of Sales/ Sales 

           Capital Employed 
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Fixed Assets Turnover  = Cost of Sales/Sales 

              Fixed Assets 

Total Assets T.O. = Cost of Sales / Sales 

      Total tangible Assets 

Working Capital T.O.   = Cost of Sales/ Sales 

      Gross Working Capital 

 
Activity Ratios 
 
Fixed assets turnover -Sales/Fixed assets. 
Inventory turnover-Sales/Average stock 
Debtor turnover- sales/average debtors. 
Sales (-) VC(Variable cost) =   Contribution 
Contribution (-) FC(Fixed cost) =  PROFIT. 
BEP in units-FC/CONT PER UNIT 
 
PV Ratio(Profit volume)-Contribution/Sales. 
Preliminary expenses / Preoperative expenses / goodwill / patents / copyrights are examples of 
intangible assets. 
Break even sales=Fixed cost+ variable cost. 
Margin of safety-Sales –Break even sales. 
Working capital gap= CA-(CL-BANK FINANCE). 
 
Turnover method 
25% of projected sales – (Less) 5% of sales or NWC whichever is higher. 
Balance will be MPBF 
 
II Method of lending.  
Working capital gap – (Less) 25% of Current assets or NWC whichever is higher. 
Balance will be MPBF. 
 
……………………………………………………………………………………………………………………………………............................ 
 
Banking Ombudsman Scheme 
 
Banking Ombudsman is a quasi judicial authority functioning under India’s Banking Ombudsman 
Scheme 2006, and the authority was created pursuant to a decision made by the Government of India 
to enable resolution of complaints of customers of banks relating to certain services rendered by the 
banks. The Banking Ombudsman Scheme was first introduced in India in 1995, and was revised in 
2002. The current scheme became operative from 1 January 2006, and replaced and superseded the 
banking Ombudsman Scheme 2002. There are 17 regional offices of Banking Ombudsmen in India. The 
latest office is opened in Dehradun in December 2016. 
 
……………………………………………………………………………………………………………………………………............................ 
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Bank and Customer Relationship 
 

Sl No Type of Transaction Bank Customer 

1 Deposit a/c and Credit balance in 
CC/OD 

Debtor Creditor 

2 Loan a/c and Debit balance in CC/OD Creditor Debtor 

3 Collection of cheques, TT, MT, Standing 
Instructions, sale/purchase of 
securities, Maintenance of currency 
chest 

Agent 
 

Principal 

4 Safe custody articles Bailee Bailor 

5 Leasing of Lockers Lessor, Landlord, 
Licensor 

Lessee, Tenant, 
Licensee 

6 Mortgage of immovable property Mortgagee Mortgagor 

7 Pledge of securities/ Shares Pledge Pledgor 

8 Pledge Pawnee Pawnor 

9 Hypothecation of articles Hypothicatee Hypothecator 

10 Issue of Duplicate Draft Indemnified Indemnifier 

11 Payment of Draft Trustee Beneficiary 

    

 
Latest Schemes And Programmes Launched By Indian Government – As per category 
 

Sl No Category of scheme Scheme Name 
 

 Pro Poor  Pradhan mantri Jan Dhan Yojana (World’s largest Financial Inclusion 
programme) 

 Pandit Deen Dayal Upadhyaya Shramev Jayate Karyakram 
 Deen Dayal Upadhyaya Antyodaya Yojana 
 Mission Housing for all 
 Micro Units Development and Refinance Agency Bank (MUDRA 

Bank) 
 Pradhan mantri Ujjawala yojana 

 Pro Youth  My Gov Online Platform 
 Digital India 
 Make In India 
 Deen Dayal Upadhyaya Grameen Kaushal Yojana 
 National Policy for Skill Development and Entrepreneurship 
 National Sports Talent Search Scheme 
 Swachh Vidyalaya Abhiyan 
 Padhe Bharat Badhe Bharat 
 Pandit Madan Mohan Malviya National Mission on Teachers and 

Teacher Training 
 Rashtriya Avishkar Abhiyan 

 Pro Farmer 
 

 Enhanced Compensation for distressed Farmers due to crop 
damage 

 Deen Dayal Upadhyaya Gram Jyoti Yojana 
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 Soil Health Card Scheme 
 Pradhan Mantri Krishi Sinchai Yojana 
 Jan Suraksha Schemes (PMJJBY, PMBSY, APY) 
 Rashtriya Gokul Mission 

 Pro Women 
 

 Beti Bachao, Beti Padhao Abhiyaan 
 Sukanya Samriddhi Account 
 Himmat App 
 PAHAL-Direct Benefits Transfer for LPG (DBTL) Consumers Scheme 
 Swachh Bharat Mission 
 Gold Monetisation Scheme 

 Pro Senior Citizen 
 

 Pradhan Mantri Suraksha Bima Yojana 
 Pradhan Mantri Jeevan Jyoti Bima Yojana 
 Atal Pension Yojana 

 

 Pro Development 
 

 The National Institution for Transforming India (NITI AAYOG) 
 Make In India 
 Digital India 
 Smart City Programme 
 The National Urban Development Mission 
 Deen Dayal Upadhyaya Gram Jyoti Yojana 
 Pragati Platform 
 Mission Housing for all 
 Pradhan Mantri Ujjawala yojana 

 

 

Latest Schemes And Programmes Launched By Indian Government 

Sl No Govt Scheme Details 

 Make in India 
 

It was Launched on 25th September 2014 
To make India a manufacturing hub. 
Make in India is an initiative of the Government of India to encourage 
multinational, as well as domestic, companies to manufacture their 
products in India. 
The major objective behind the initiative is to focus on job creation and 
skill enhancement in twenty-five sectors of the economy 

 Digital India Launched on 1st July 2015 
To transform India’s economy 
Digital India has three core components. 
 
These include: 
The creation of digital infrastructure 
Delivering services digitally 
Digital literacy 

 Skill India Launched on 15th July 2015) 
To create jobs for youth of the Country 
Skill Development in Youth 
Making Skill available to All Youth of India 
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 Smart Cities 
 

Launched on 29th April 2015 
In first Government of india Will Develop 100 Smart cities in India 
Under this Scheme Cities from all States Are Selected 

 Unearthen Black 
Money 
 

Bill Passed on 14th May 2015 
Disclosing Black Money 
Punishment for The Black Money holders 

 Namami Gange 
 

Namami Gange Project or Namami Ganga Yojana is an ambitious Union 
Government Project which integrates the efforts to clean and protect 
the Ganga river in a comprehensive manner. 
It its maiden budget, the government announced Rs. 2037 Crore 
towards this mission. 
The project is officially known as Integrated Ganga Conservation 
Mission project or ‘Namami Ganga Yojana’. 
This project aims at Ganga Rejuvenation by combining the existing 
ongoing efforts and planning under it to create a concrete action plan 
for future. 

 Swachh Bharat 
Abhiyan 
 

Launched on 2nd October 2014) 
To have clean India by 2nd October 2019 
Eliminate open defecation by constructing toilets for households, 
communities 
Eradicate manual scavenging 
Introduce modern and scientific municipal solid waste management 
practices 
Enable private sector participation in the sanitation sector 
Change people’s attitudes to sanitation and create awareness 

 Swadesh Darshan 
 

Integrated Development of Theme Based Buddhist tourist circuit 
Under Swadesh Darshan, the following five circuits have been identified 
for development:- 
North East Circuit 
Buddhist Circuit 
Himalayan Circuit 
Coastal Circuit 
Krishna Circuit 

 Sukanya Samridhi 
Account 
 

Launched on 22nd January 2015 
The scheme was launched by Prime Minister Narendra Modi on 22 
January 2015 as a part of the Beti Bachao, Beti Padhao campaign. 
The scheme currently provides an interest rate of 9.2% and tax 
benefits. 
The account can be opened at any India Post office or a branch of some 
authorised commercial banks 

 Bal swachta mission Launched on 14th November 2014) 
Awareness about the cleanliness of the children 
Bal Swachhta Mission Was Launched on 14 November 2014 on The 
Birth Anniversary of Late Pandit Jawahar Lal Nehru . 
On this Day We celebrate – National Bal Diwas 
 
The six main themes chosen for the Bal Swachhta Mission are, 
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Clean school and anganwadis 
Clean surroundings like playgrounds 
Clean self (personal hygiene/ child health) 
Clean food 
Clean drinking water 
Clean toilets. 

 Pradhan Mantri Jan 
Dhan Yojana 
 

Launched on 28th August 2014 
AIM: Financial inclusion 
National Mission for Financial Inclusion to ensure access to financial 
services, namely, Banking Savings & Deposit Accounts, Remittance, 
Credit, Insurance, Pension in an affordable manner 
Under the scheme Account holders will be provided zero-balance bank 
account with RuPay debit card, in addition to accidental insurance 
cover of Rs 1 lakh. 
Those who open accounts by January 26, 2015 over and above the Rs1 
lakh accident, they will be given life insurance cover of Rs 30,000. 
After Six months of opening of the bank account, holders can avail Rs 
5,000 loan from the bank. 
With the introduction of new technology introduced by National 
Payments Corporation of India (NPCI), a person can transfer funds, 
check balance through a normal phone which was earlier limited only 
to smart phones so far. 
Mobile banking for the poor would be available through National 
Unified USSD Platform (NUUP) for which all banks and mobile 
companies have come together 
Documents required for opening account 
By 28 January 2015, 12.58 crore accounts were opened, with around 
Rs.10590 crore 

 Pradhan Mantri 
Suraksha Bima 
Yojana 
 

Launched on 9th May 2015 
Eligibility: Available to people in age group 18 to 70 years with bank 
account. 
Premium: Rs.12 per annum. 
Payment Mode: The premium will be directly auto-debited by the bank 
from the subscribers account. This is the only mode available. 
Risk Coverage: For accidental death and full disability – Rs.2 Lakh and 
for partial disability – Rs.1 Lakh. 

 Pradhan Mantri 
Jeevan Jyoti Bima 
Yojana 
 

It was Launched on 9th May 2015 
Life insurance scheme by Government 
Eligibility: Available to people in the age group of 18 to 50 and having a 
bank account. People who join the scheme before completing 50 years 
can, however, continue to have the risk of life cover up to the age of 55 
years subject to payment of premium. 
Premium: Rs.330 per annum. It will be auto-debited in one instalment. 
Payment Mode: The payment of premium will be directly auto-debited 
by the bank from the subscribers account. 
Risk Coverage: Rs.2 Lakh in case of death for any reason. 
Terms of Risk Coverage: A person has to opt for the scheme every year. 
He can also prefer to give a long-term option of continuing, in which 
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case his account will be auto-debited every year by the bank. 
Who will implement this Scheme?: The scheme will be offered by Life 
Insurance Corporation and all other life insurers who are willing to join 
the scheme and tie-up with banks for this purpose. 

 Atal Pension 
Scheme 

Atal Pension yojana was Launched on 9th May 2015 
It was Launched for unorganised sector ‘s workers 

 Beti Bachao Beti 
Padhao Yojana 
 

It was Launched on 22nd January 2015 
Main aim -To generate awareness of welfare service meants for girl 
child and women 

 HRIDAY (National 
Heritage City 
Development and 
Augmentation 
Yojana) scheme 

HRIDAY was Launched on 21st January 2015 
Main objective – To develop heritage cities 
 

 MUDRA Bank 
Yojana 

It was Launched on 8th April 2015 
Main objective is to provide loan to small businesses 

 Krishi Amdani Bima 
Yojana 
 

To give an impetus to the dying agricultural practice 
There is 14 crore hectares of agricultural land in India, of which only 44 
per cent in under irrigation 
Pradhan Mantri Gram Sinchai Yojana would be introduced so that more 
agricultural land is irrigated. 
Talking about the plight of small and marginal farmers he said that most 
of them were leaving the agricultural practice because of the 
uncertainty over the produce and returns. 
Krishi Amdani Beema Yojana so that the farmers don’t bear any 
financial burden if their produce gets destroyed due to unexpected 
weather or for any other reason. 

 Pradhan Mantri 
Gram Sinchai 
Yojana 
 

To provide water to all field in the Country. 
 

 Pradhan Mantri 
Krishi Sinchayee 
Yojana (PMKSY) 
 

Accelerated Irrigation Benefit Programme (AIBP) of Ministry of Water 
Resources, River Development & Ganga Rejuvenation; 
PMKSY is to be implemented in an area development approach, 
adopting decentralized state level planning and projectised execution, 
allowing the states to draw their irrigation development plans based on 
district/blocks plans with a horizon of 5 to 7 years. 

 Deen Dayal 
Upadhyaya 
Grameen Kaushalya 
Yojana 

Launched on 25th September 2014 
To provide employment to youth residing in rural area. 
 

 Deendayal 
Upadhyaya Gram 
Jyoti Yojana 

To provide power (electricity) to rural area of the country. 

 Mahatma Gandhi 
Pravasi Suraksha 
Yojana 

Mahatma Gandhi Pravasi Suraksha Yojana is a special social security 
scheme which includes Pension and Life Insurance, introduced by 
Ministry of Overseas Indian Affairs for the overseas Indian workers in 
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 possession of Emigration Check Required (ECR) passports. 
 
It is a voluntary scheme designed to help workers to meet their three 
financial needs: saving for retirement, saving for their return and 
resettlement, and providing free life insurance offering coverage for 
death from natural causes. 

 Indradanush 
Scheme 
 

The Mission Indradhanush, depicting seven colours of the rainbow, 
aims to cover all those children by 2020 who are either unvaccinated, 
or are partially vaccinated against seven vaccine preventable diseases 
which include diphtheria, whooping cough, tetanus, polio, tuberculosis, 
measles and hepatitis B. 

 Rani Laxmi Bai 
Pension scheme 

For victims of Muzazafar nagar riot. 
 

 Udaan Scheme To provide skill to youth of India 

 Kisan  
Vikas Patra 

(Relaunched in 2014) – Saving certificate Scheme 

 AMRUT Atal Mission for Rejuvenation and Urban Development (earlier name 
JNNURM) 

 PRASAD 
 

Pilgrimage Rejuvenation and Spiritual Augmentation-To improve the 
infrastructure at pilgrimage places. 
Under PRASAD, initially twelve cities have been identified namely 
Ajmer, Amritsar, Amravati, Dwarka, Gaya, Kedarnath, Kamakhaya, 
Kanchipuram, Mathura, Puri, Varanasi and Velankanni. 

 Pradhan Mantri 
Fasal Bima Yojana 
 

The Union Cabinet has approved Pradhan Mantri Fasal Bima Yojana 
It is a new crop insurance scheme to boost farming sector in the 
country. 
It is farmers’ welfare scheme 
The Scheme aims to reduce the premium burden on farmers and 
ensure early settlement of crop Insurance claim for the full insured 
sum.We Will cover this Scheme In details in Separate Article  

 National RU URBAN 
Mission  
 

This Is The Latest Scheme Launched By PM Narendra Modi 
National RU URBAN Mission Was Launched In Chhattisgarh 
The mission also dubbed as Shyama Prasad Mukherjee Rurban mission 
(SPMRM) aims to spur social, economic and infrastructure development 
in rural areas by developing a cluster of 300 Smart Villages over the 
next 3 years across the country. 

 Stand up India 
scheme 

The Stand up India Scheme is being launched to promote 
entrepreneurship among people from schedule caste/schedule tribe 
and woman who will be provided loans starting from Rs 10 lakhs to Rs 
100 lakhs. 
Composite loan between Rs 10 lakh and upto Rs 1 crore will be 
provided to entrepreneurs for setting up new enterprise. 
Debit Card (RuPay) for withdrawal of working capital. 
 

 Gram Uday Se 
Bharat Uday 
Abhiyan 

Improve rural livelihoods and promote rural development 
Strengthen the Panchayati Raj across the country 
Increase ‘social harmony’ 
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Create Awareness – information regarding agriculture schemes will be 
shared 
Foster farmers’ progress 

 Pradhan Mantri 
Ujjwala Yojana 
 

It is a Scheme for Providing Free LPG connections to Women from BPL 
Households. 
Under the scheme, Rs 8000 crore has been earmarked for providing five 
crore LPG connections to BPL households. 
The Scheme provides a financial support of Rs 1600 for each LPG 
connection to the BPL households. 
The identification of eligible BPL families will be made in consultation 
with the State Governments and the Union Territories. 

 SEEMA DARSHAN SEEMA DARSHAN an initiative to provide an opportunity for the 
children to experience the border environment and to encourage 
patriotism and nationalism among the students. 
It aims to provide the students the experience of the current security 
environment in the border areas. 
This Initiative Will Help in Developing Patriotic Feeling In Children. 

 Start up India, Stand 
up India 
 

To create a strong ecosystem for enhancing innovation and startups in 
India, Department of Industrial Policy and Promotion (DIPP) has 
organised Startup India, Standup India initiative along with other key 
Indian startup ecosystem players. Here are some key features: 
 
Financing & Incentives – It is basically to promote bank financing for 
start-ups and offer incentives to boost entrepreneurship and job 
creation. Government will set up a fund with an initial corpus of Rs 
2,500 crore and a total corpus of Rs 10,000 crore over a period of 4 
years. 

 Pradhan Mantri 
Awaas Yojana 

Under this scheme, incentive will be given by the government to build 
Pucca house 
Financial assistance of 1,20,000 in plain areas and 1,30,000 in hill areas 
will be given to all houseless and people those who live in dilapidated 
houses 
The cost will be shared between the centre and states in the ratio of 
60:40 in plain areas 
For north eastern and Hilly areas, the ratio will be 90:10 
The beneficiary is entitled to 90 days of unskilled labour from 
MGNREGA. This will be ensured through a server linkage between 
PMAY and MGNREGA. 

 Swadhar Greh 
scheme 

Project of construction of a special Home for 1000 widows at 
Vrindavan, Mathura, Uttar Pradesh. 

 Science and 
Technology of Yoga 
and Meditation 
(SATYAM) 

To strengthen research in the areas of yoga and meditation 
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BANKING TERMS 

 
RBI – The Reserve Bank of India is the apex bank of the country, which was constituted under the RBI 
Act, 1934 to regulate the other banks, issue of bank notes and maintenance of reserves with a view to 
securing the monetary stability in India. 
 
Demand Deposit – A Demand deposit is the one which can be withdrawn at any time, without any 
notice or penalty; e.g. money deposited in a checking account or savings account in a bank. 
 
Time Deposit – Time deposit is a money deposit at a banking institution that cannot be withdrawn for 
a certain "term" or period of time. When the term is over it can be withdrawn or it can be held for 
another term.  
 
Fixed Deposits – FDs are the deposits that are repayable on fixed maturity date along with the 
principal and agreed interest rate for the period. Banks pay higher interest rates on FDs than the 
savings bank account. 
 
Recurring Deposits – These are also called cumulative deposits and in recurring deposit accounts, a 
certain amounts of savings are required to be compulsorily deposited at specific intervals for a 
specified period. 
 
Savings Account – Savings account is an account generally maintained by retail customers that deposit 
money (i.e. their savings) and can withdraw them whenever they need. Funds in these accounts are 
subjected to low rates of interest. 
 
Current Accounts – These accounts are maintained by the corporate clients that may be operated any 
number of times in a day. There is a maintenance charge for the current accounts for which the 
holders enjoy facilities of easy handling, overdraft facility etc. 
 
FCNR Accounts – Foreign Currency Non-Resident accounts are the ones that are maintained by the 
NRIs in foreign currencies like USD, DM, and GBP etc. The account is a term deposit with interest rates 
linked to the international rates of interest of the respective currencies. 
 
NRE Accounts – Non-Resident External accounts are the ones in which NRIs remit money in any 
permitted foreign currency and the remittance is converted to Indian rupees for credit to NRE 
accounts. The accounts can be in the form of current, saving, FDs, recurring deposits. The interest 
rates and other terms of these accounts are as per the RBI directives. 
 
Cheque Book - A small, bound booklet of cheques. A cheque is a piece of paper produced by your bank 
with your account number, sort-code and cheque number printed on it. The account number 
distinguishes your account from other accounts; the sort-code is your bank's special code which 
distinguishes it from any other bank. 
 
Cheque Clearing - This is the process of getting the money from the cheque-writer's account into the 
cheque receiver's account. 
 
Clearing Bank - This is a bank that can clear funds between banks. For general purposes, this is any 
institution which we know of as a bank or as a provider of banking services. 
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Bounced Cheque - when the bank has not enough funds in the relevant account or the account  
holder requests that the cheque is bounced (under exceptional circumstances) then the bank will 
return the cheque to the account holder. 
 
Credit Rating - This is the rating which an individual (or company) gets from the credit industry. This is 
obtained by the individual's credit history, the details of which are available from specialist 
organisations like CRISIL in India. 
 
Credit-Worthiness - This is the judgement of an organization which is assessing whether or not to take 
a particular individual on as a customer. An individual might be considered credit-worthy by one 
organisation but not by another. Much depends on whether an organization is involved with high risk 
customers or not. 
 
Interest - The amount paid or charged on money over time. If you borrow money interest will be 
charged on the loan. If you invest money, interest will be paid (where appropriate to the investment). 
 
Overdraft - This is when a person has a minus figure in their account. It can be authorized (agreed to in 
advance or retrospect) or unauthorized (where the bank has not agreed to the overdraft either 
because the account holder represents too great a risk to lend to in this way or because the account 
holder has not asked for an overdraft facility). 
 
Payee - The person who receives a payment. This often applies to cheques. If you receive a cheque 
you are the payee and the person or company who wrote the cheque is the payer. 
 
Payer - The person who makes a payment. This often applies to cheques. If you write a cheque you are 
the payer and the recipient of the cheque is the payee. 
 
Security for Loans - Where large loans are required the lending institution often needs to have a 
guarantee that the loan will be paid back. This takes the form of a large item of capital outlay (typically 
a house) which is owned or partly owned and the amount owned is at least equivalent to the loan 
required. 
 
Internet Banking - Online banking (or Internet banking) allows customers to conduct financial 
transactions on a secure website operated by the bank. 
 
Credit Card - A credit card is one of the systems of payments named after the small plastic card issued 
to users of the system. It is a card entitling its holder to buy goods and services based on the holder's 
promise to pay for these goods and services. 
 
Debit Card – Debit card allows for direct withdrawal of funds from customers bank accounts. The 
spending limit is determined by the available balance in the account. 
 
Loan - A loan is a type of debt.  In a loan, the borrower initially receives or borrows an amount of 
money, called the principal, from the lender, and is obligated to pay back or repay an equal amount of 
money to the lender at a later time. There are different kinds of loan such as the house loan, auto loan 
etc. 
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Bank Rate - This is the rate at which central bank (RBI) lends money to other banks or financial 
institutions.   If the bank rate goes up, long-term interest rates also tend to move up, and vice-versa. 
 
CRR - Cash reserve Ratio (CRR) is the amount of funds that the banks have to keep with RBI. If RBI 
decides to increase the percent of this, the available amount with the banks comes down. RBI is using 
this method (increase of CRR rate), to drain out the excessive money from the banks. 
 
SLR - SLR stands for Statutory Liquidity Ratio. This term is used by bankers and indicates the minimum 
percentage of deposits that the bank has to maintain in form of gold, cash or other approved 
securities.  Thus, we can say that it is ratio of cash and some other approved to liabilities (deposits). It 
regulates the credit growth in India.  
 
ATM - An automated teller machine (ATM) is a computerised telecommunications device that provides 
the clients with access to financial transactions in a public space without the need for a cashier, human 
clerk or bank teller. On most modern ATMs, the customer is identified by inserting a plastic ATM card 
with a magnetic stripe or a plastic smart card with a chip, that contains a unique card number and 
some security information such as an expiration date or CVV. Authentication is provided by the 
customer entering a personal identification number (PIN) 
 
REPO RATE: - Under repo transaction the borrower places with the lender certain acceptable 
securities against funds received and agree to reverse this transaction on a predetermined future date 
at agreed interest cost. Repo rate is also called (repurchase agreement or repurchase option). 
 
REVERSE REPO RATE: - is the interest rate earned by the bank for lending money tothe RBI in 
exchange of govt. securities or "lender buys securities with agreement to sell them back at a 
predetermined rate". 
 
CASH RESERVE RATIO: - specifies the percentage of their total deposits the commercial bank must 
keep with central bank or RBI. Higher the CRR lower will be the capacity of bank to create credit. 
 
SLR: - known as Statutorily Liquidity Ratio. Each bank is required statutorily maintain a prescribed 
minimum proportion of its demand and time liabilities in the form of designated liquid asset.  
OR 
"Every bank has to maintain a percentage of its demand and time liabilities by way of cash, gold etc". 
 
BANK RATE: - is the rate of interest which is charged by RBI on its advances to commercial banks. 
When reserve bank desires to restrict expansion of credit it raises the bank rate there by making the 
credit costlier to commercial bank.  
 
OVERDRAFT:- It is the loan facility on customer current account at a bank permitting him to overdraw 
up to a certain agreed limit for a agreed period ,interest is payable only on the amount of loan taken 
up. 
 
PRIME LENDING RATE: It is the rate at which commercial banks give loan to its prime customers. 
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Some Important Things to Remember 
 

 Cheque truncation-Electronic Image 
 Notice of dishonour waived mentioned in an endorsement - Facultative endorsement 
 Endorsement without recourse-Sans recourse endorsement 
 In crossing where banks name is included-Special crossing 
 Not negotiable crossing indicates that payee has got a better title. 
 Difference in words and figures-Amount in words to be paid. 
 As per CTS 2010- Amount in words is called as legal amount and amount in figures is called as 

courtesy amount. 
 Cheque drawn in different inks-Pass the cheque 
 Cheque drawn in pencil pass the cheque 
 Cheque having impossible date like 31/11/2012 presented on 30/11/2012 pass the cheque. 
 Cheque dated prior to date of account opening – Pass the cheque. 
 Bearer cheques - Pass the cheque. 
 Validity of a Cheque - 3 months, Immediate credit of outstation cheques - Rs 15000 
 Minor becomes major at the age of 18, if guardian is appointed by court he becomes major at 

the age of 18. 
 Minor can endorse but will not be liable 
 Missing person-A person is presumed to be died only after of lapse of 7 years from date of 

report to be missing. 
 For individuals, Joint accounts(not survivor,if issued by survivor,pass the cheque), partnership-

Death of individual/partner- Payment of the cheque to be stopped 
 For Trust, Company, POA-Death of Trustee, Director, Agent-Pass the cheque. 
 In joint account, Partnership account, any person, partner can give stop payment notice, but 

revocation to be done by all. 
 E or S, death of one amount to be paid to survivor. 
 In joint operation account, if any one dies then amount will be paid to legal heirs of the 

deceased plus survivor. 
 In former or survivor only former has got all the rights, survivor can’t give stop payment. 
 In case of locker operated jointly, if any person dies then access will be given to survivors 

along with nominee. In case of E OR S, then articles will be taken by the survivor. 
 Banks will issue notice for operation or surrender if Locker is not operated for one year in high 

risk accounts Locker is not operated for three years for medium risk accounts. 
 Break open of lockers to be done in front of the Branch officials, locker hirer, and two 

independent witnesses. 
 In HUF Senior male coparcener is Karta. 
 A blind person can open a current account but an illiterate cannot open a current account. 
 Inland bills-Drawn in India, Payable in India by a foreigner or resident, payable abroad by an 

Indian. 
 Foreign bill other than the above. 
 Issue of DD without indemnity/no payment advice-Rs 5000 
 Partnership firm (Members) - Minimum 2, Maximum 50 
 PVT Ltd CO (Members) - Min 2 Maximum 200 
 Public Ltd Co (Members) - Min 7 Maximum Unlimited 
 Certificate of Commencement of Business is required only for Public Ltd Co. 
 Ultra vires – Beyond the powers of the company. 
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Latest Developments in Indian Banking - 2016-17 
 
1. Demonetisation of Rs 500 and Rs 1,000 notes 
 

 In the most surprising and unspeculated move of 2016, Prime Minister Narendra Modi on 
November 8 announced the decision to withdraw Rs 500 and Rs 1,000 bank notes in a bid to 
crack down on black money. 

 The government issued new Rs 500 and introduced Rs 2,000 note as replacement. 
 In the following weeks RBI introduced several rules in relation to withdrawal limit, deposits 

and exchange. Countless black money was retrieved, raids were conducted and even national 
banks were scrutinised. 

 
2. Passing of the GST Bill 
 

 In a unanimous decision on August 4, 2016, the Rajya Sabha approved the crucial 122nd 
Constitutional amendment to turn the Goods and Services Tax Bill into a law. 

 The bill got 203 votes in favour and none against after years of debate and deliberation. 
 This marked the biggest tax reform in Indian history since Independence as it brought all 

indirect taxes under one uniform tax system. 
 Following its passage, the Centre set up a GST Council that focused on other aspects of the tax 

such as exemptions, threshold, compounding and control. On November 4, the GST Council 
finally agreed on a multi-layered rate structure as 0 per cent, 5 per cent , 12 per cent, 18 per 
cent and 28 per cent, a departure from popular international practice of having one rate of tax 
for all goods and services. 

 
3. Rexit 
 

 The departure of the RBI Governor Raghuram Rajan created a buzz in the media with BJP 
member Subramanian Swamy's tweets only adding to the stir. 

 In a series of twitter mentions and comments, Swamy said Rajan was "mentally not fully 
Indian" for his decisions as RBI Governor and that he raised interest rates making it hard for 
small and medium industries to take loans. 

 Meanwhile, Raghuram Rajan's Chicago University colleague and co-author, Luigi Zingales said 
that the Reserve Bank of India Governor was being attacked for "fighting the inefficiency of 
the banking system" and for taking on the crony capitalists in the country. 

 However, Rajan broke the news of his leave unconventionally in a letter to the Central bank's 
employees in advance of the Government's announcement. 

 Popularly, this came to be known as Rexit. 
 
4. Monetary Policy Committee 
 

 In a first, the Government set up a Monetary Policy Committee (MPC), a 6-member panel, to 
raise transparency in rate-setting decisions of the Central bank by featuring 3 members from 
the RBI (including the Governor) and three members selected by the Government. 

 The government's decision to create the MPC was taken because the RBI had to consider 
multiple factors such as inflation, growth, employment, banking stability and exchange rate 
stability to make a rate decision. 
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 Moreover, the RBI had to juggle the Government's demand for lower rates and consumer's 
agitation over high inflation and ended up focusing on different issues at different points of 
time. 

 Therefore, the MPC seeks to achieve monetary policies taking into account fiscal indicators as 
well. 

 
5. Deadline for cleaning up NPAs 
 

 Former RBI Governor Raghuram Rajan had taken a tough approach to clean up the bad loans 
that have plagued the Indian banking sector saying that the Central bank should've carried out 
this task earlier. 

 In October, the newly appointed RBI chief Urjit Patel said the RBI would be firm but pragmatic 
in dealing with bank Non Performing Assets (NPAs) so that the economy does not face lack of 
credit to support growth. 

 And thus, the deadline to clean up the banks' balance sheets is March 2017. 
 
6. New policies for Airways and Railways 
 

 In June 2016, the Centre introduced the new civil aviation policy, a first integrated policy for 
the aviation sector since Independence. 

 The policy included subsidised airfares, capping excess baggage and cancellation charges and 
promoting regional connectivity. 

 In October, the Government launched its UDAN scheme, acronym for Ude Desh Ka Aam 
Naagrik, that will make flying affordable for common man. 

 The Indian Railways led by Minister Suresh Prabhu also undertook major makeovers to 
enhance passenger experience and provide innovative facilities for better travel. 

 Indian Railways have already conducted trial runs of  the super-fast Talgo train to save on 
travel time and solar-powered coaches under its go green initiative are just to name a few. 

 Deen Dayalu, a 2016 budget proposal by Suresh Prabhu offers non-AC coaches for unreserved 
class of passengers with facilities like water filters, bio-toilets, dust bins and anti-theft 
arrangements. Tejas express, Gatimaan express, Mahamana express are other super fast trains 
that have been introduced. 

 
7. Rupee plunges to a new low 
 

 On November 24, the Indian rupee fell to a fresh life-time low of 68.86 against the dollar over 
sustained foreign capital outflows. 

 With expectations of protectionist policies by President-elect Donald Trump, US bond yields 
began rising that fuelled a rally in the US greenback. This had urged investors to withdraw 
from emerging markets like India towards the US dollar. 

 
8. Budget merger  
 

 The government also decided that Union Budget will be presented on the first working day of 
February next year in a departure from the colonial practice of being presented on the last 
working day of February. 

 Additionally, the Government will not present a separate railway budget but will in fact 
include it in the main budget, ending a 92-year-old British-era practice. 
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9. Fastest growing economy tag 
 

 In February 2016, India overtook China as the fastest growing major economy in the world 
amid a failing global economy. In May, India's GDP grew 7.5 per cent year-on-year between 
January and March, faster than the previous quarter's 7.3 per cent. 

 In June, India's GDP grew further to 7.6 per cent, retaining the fastest growing economy title. 
In the following months even as India's GDP dipped to 7.1 per cent it still managed to stay 
ahead of China's 6.7 per cent growth. 

 
……………………………………………………………………………………………………………………………………............................ 
 
Major Banking trends during 2016 - 2017 
 

 Non-Traditional Players are Increasingly Disrupting Profitable Banking Frontiers 
 Banks Continue to Focus on Innovation Investments to Retain and Enhance Competitive 

Differentiation 
 As Cyber Threats Increase, Banks are Investing in Security Systems 
 Banks are Increasingly Using Cloud Services for Core Business Activities 
 Banks Will Continue to Leverage Digital Technologies to Enhance Customer Experience 
 Banks are Investing in Modern Core Banking Solutions to Transform Legacy Systems 
 Banks and Non-Banks are Focusing on Distributed Ledgers as a Transformational Opportunity 
 Banks are Working to Fully Integrate Risk Management and Compliance Practices 
 Banks are Embracing Advanced Analytics in Addition to Traditional Business Intelligence 

Solutions 
 Banks are Focusing on Financial Inclusion and Awareness for Business Growth and Customer 

Engagement 
 
……………………………………………………………………………………………………………………………………............................ 
 
Banking trends to watch out for in 2017 
 
1. The banking landscape will change forever with one-and-a-half-dozen new entrants. In 2015, we 
had seen the birth of two new universal banks after a gap of 12 years. Now there will be 10 small 
finance banks and eight payments banks joining the fray. To put this in context, since Independence 
and till 2014, in 67 years, 12 new banks were born, but not all of them managed to survive. The new 
entrants will intensify competition, particularly in the hinterland of India with new products and higher 
rates to woo depositors and lower rates to sell loans. One payments bank which started a pilot project 
in south India is offering 7.25% interest on savings accounts (against 4% offered by most banks) and 
free talk time - a minute per every rupee kept in the bank. 
 
2. Meanwhile, the State Bank of India, the nation’s largest lender, will catapult itself into the big 
league of the world’s top 50 banks by assets in 2017 by merging its five associate banks with itself. The 
combined entity’s balance sheet will be at least Rs37 trillion - five times that of ICICI Bank Ltd In 2015, 
SBI ranked 52nd in the world by assets, according to Bloomberg. Following the merger, everything 
remaining the same, it would be ranked 45th. A larger balance sheet will enhance its risk-taking ability 
and expand its bandwidth to give loans. Its success may also encourage the government to tread on 
the path of consolidation for other state-owned banks, although the context is different. 
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3. Is the nightmare of bad loans behind us? Between August and December 2015, the RBI had 
inspected the loan portfolios of all banks and asked them to clean up their balance sheets by March 
2017. In absolute terms, the gross non-performing assets or NPAs of the listed banks sequentially or 
on a quarter-on-quarter rose 6.44% in the September 2016 quarter, lower than 8.87% in the June 
quarter, and around a 32% rise over both the March and December 2015 quarters. Clearly, it has been 
coming down. After provisions, the rise in net NPAs in the September quarter was 4.81%, half of what 
we had seen in the June quarter (9.13%) and much lower than the 34.62% rise in March and 33.65% 
rise in December. If the trend continues, we will see a better picture in 2017. 
 
4. India’s Rs. 65,000 crore microfinance industry will change its ways of working in 2017, in the 
aftermath of the ban on high-value notes. Around 85% of the loan disbursements by the microfinance 
institutions (MFIs) and close to 95% repayment or collection of loans have traditionally been in cash. 
To survive and flourish, the MFIs will forge alliances with different kinds of banks - small finance, 
payments and universal banks - as well as digital wallet service providers and disburse and collect 
money through the banking channel. This new architecture will make loans expensive for the MFI 
borrowers as the money cannot be disbursed at their doorsteps anymore. They would need to travel 
to the nearest bank branch or the business correspondent and, in the process, they may lose half-a-
day’s wage and/or incur costs in transport. On the other hand, the operational cost for the MFIs will 
come down as they would not need so many people for the disbursements of loans and collection of 
repayments. This will help them bring down the price of loans and compensate for the additional cost 
that the borrowers will incur. 
 
5. Not the MFIs alone, all non-banking financial companies (NBFCs) will have to change their business 
model following the clampdown on cash. In the past couple of years, this sector had been growing at a 
fast pace, but now things will change. Many of their customers are not in the income tax bracket and 
they earn their salary and wages in cash. Till now, while assessing their repayment capacity, these 
firms were taking into account the customers’ official income as well as the surrogate income in cash, 
but now they would need to change the risk assessment process. And, the most sought-after product, 
loan against property or LAP, may also face a tough time. While home loans are the safest bet for the 
bankers as they are backed by securities, LAP, the equivalent of home-equity loans internationally, 
could be more than 50% of the total mortgage book of many NBFCs. Small and medium entrepreneurs 
are big buyers of LAP and as their transactions are mostly in cash; they are being hit the hardest. The 
NBFCs would need to look for newer products to grow. 
 
6. Will we see banks’ loan portfolios growing in 2017? That’s anybody’s guess. Till the first week of 
December, the credit growth has been a meagre 5.8%, year on year. Typically, bank credit should grow 
at two-and-a-half to three times the country’s GDP, but that has not been the case in the past few 
years as the investment climate remained anaemic and many large corporate houses remained over-
leveraged. If the so-called demonetisation move succeeds and the much-awaited goods and services 
tax comes in place, the combination may change the sentiment. Armed with the insolvency law, the 
banking system may also be willing to take risks and lend. Inflation is expected to remain within the 
RBI projection and we may see at least one round of rate cut in February after the budget. Relatively 
easy liquidity and low interest rates could revive the loan market in 2017. 
 
7. Finally, the relentless push by the government for a cashless economy and its implementation by 
the banking system. 
 
……………………………………………………………………………………………………………………………………............................ 
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RBI Latest amendments 2015-16-17. 
 

 Maximum Remittance under Liberalised Remittance scheme is USD 125000 
 Single documentary proof for both ID and Address can be accepted. 
 No separate KYC documentation is required while transferring accounts from one branch to 

another of the same bank. 
 A ‘small account’ can be opened on the basis of a self-attested photograph and putting 

her/his signature or thumb print in the presence of an official of the bank  
 For Low risk customers, the following documents can be accepted. 

 Identity card with applicant's photograph issued by Central/State Government 
Departments, Statutory/Regulatory Authorities, Public Sector Undertakings, Scheduled 
Commercial Banks, and Public Financial Institutions; 

 Letter issued by a gazetted officer, with a duly attested photograph of the person. 
 Time intervals for updation of KYC. 

 Low risk- 10 years 
 Medium risk-8 years. 
 High risk- 2 years. 

 In case of KYC for SHG, KYC verification for office bearers would suffice. 
 For Foreign students, one month time is allowed to submit proof of local address. 
 In case Low risk customers are not able to submit KYC for Genuine reasons, then 6 months 

time from the date of opening can be given to them to submit documents.  
 In case of any address change, proof of new address to be submitted within 6 months. 
 Remittance in respect of OLTAS to be done within T+3 working days. 
 Penal interest for Delayed remittance. 
 Upto Rs 1.00 lacs- BR( Upto 5 calendar days) and BR+2 for above 5 calendar days. 
 Above Rs 1.00 lacs- BR+2(BR-BANK RATE)  
 Maturity period of Certificate of Deposits issued by Financial Institutions- 1 year to 3 years.  
 For cases of detection of counterfeit notes upto 4 pieces, in a single transaction, a 

consolidated report  should be sent by the Nodal Bank Officer to the police authorities or the 
Nodal Police Station, along with the suspect counterfeit notes, at the end of the month. 

 For cases of detection of counterfeit notes of 5 or more pieces, in a single transaction, the 
counterfeit notes should be forwarded by the Nodal Bank Officer to the local police 
authorities or the Nodal Police Station for investigation by filing FIR 

 The minimum amount of deposit into/withdrawal from currency chest will be Rs.1,00,000/- 
and thereafter, in multiples of Rs.50,000/- 

 The currency chests should invariably report all transactions through ICCOMS on the same day 
by 9 PM by uploading data through the Secured Website (SWS) to their Respective link offices. 
Link offices should invariably report the consolidated position to the Issue Offices latest by 11 
PM on the same day. 

 Maximum value of prepaid instruments by Banks to Govt Organsiations for onward issuance 
to beneficiaries of Govt sponsored schemes shall be Rs 50000 with validity of 1 year. 

 Wrong billing of credit card, protest by customer-Banks to submit documentary evidence 
within 60 days. 

 NRO can be opened in SB,RD,CD 
 Can be jointly opened with Residents and Non residents.  
 Banks can open minor accounts with mother as guardian although father is alive. 
 ATM failed transactions-Non reversal of entry within 7 days-Penal interest to be paid by 

banks-Rs 100 per day. 
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 Opening an account of a person who has lost both his hands-Toe mark can be accepted as 
signature.  

 Cash pay out scheme-From customers account to beneficiaries not having account-Rs 10000 
per day (Monthly cap Rs 25000) 

 Cash pay in scheme-Rs 5000 per day (Monthly cap Rs 25000). 
 Dishonoured cheque to be returned to the customer within 24 hours. 
 As regards lockers hired jointly, on the death of any one of the joint hirers, the contents of the 

locker are only allowed to be removed jointly by the nominees and the survivor(s) after an 
inventory was taken in the prescribed manner  

 Settlement of deceased claim- Within 15 days from the date of application. 
 Removal on foreclosure charges on housing loans-Damodharan committee. 
 Banks are bound to share information of credits more than Rs 50 million (SMA) to CRILC 

(Credit repository of information on large credits-Set up by RBI) failing which accelerated 
provisioning will be charged. 

 Statement of Liquidity coverage ratio – Monthly (Within 15 days) 
 Statement of available encumbered assets - Quarterly (Within 21 days) 
 LTV to be maintained for Loan against Jewels for Non Agri purpose-75% 
 External Commercial Borrowings (ECB) refer to commercial loans [in the form of bank loans, 

buyers’ credit, suppliers’ credit, securitised instruments (e.g. floating rate notes and fixed rate 
bonds)] availed from non-resident lenders with minimum average maturity of 3 years. 

 The maximum amount of ECB which can be raised by a corporate other than those in the 
hotel, hospital and software sectors, and corporate in miscellaneous services sector is USD 
750 million or its equivalent during a financial year. 

 Corporates in the services sector viz. hotels, hospitals and software sector and miscellaneous 
services sector are allowed to avail of ECB up to USD 200 million. 

 Distance between base branch and Retail outlet of Business correspondents should not be 
more than 30 kms in rural, urban and semi-urban. For metros it should not be more than 5 
kms.  

 Any person resident in India or outside India shall take or bring in currency notes issued by 
Gov of India, RBI to the extent of Rs 25000. 

 Guardians for Mentally ill persons 
 Under Mental Health act 1987-Guardians are appointed by District court or District 

Collectors. 
 Under The National Trust for Welfare of Persons with Autism, Cerebral Palsy, Mental 

Retardation and Multiple Disabilities Act, 1999- Guardians are appointed by Local level 
committee. 

 A credit card account will be treated as non-performing asset if the minimum amount due, as 
mentioned in the statement, is not paid fully within 90 days from the next statement date.  

 Validity of cheque- 3 months stated indirectly in NI act.  
 Risk weight for Housing loan to staff members- 20%   
 Risk weight for loans to Central Govt- 0%  
 Risk weight for loan to scheduled commercial banks-20% 
 Limitation period available to mortgagor to recover possession of property- 30 years. 
 Limitation period for Mortgage loan-12 years from the date of Mortgage due. 
 Duty draw back is a post shipment credit. 
 Official language implementation committee meets once in 3 months.  
 Fraud cases involving more than Rs 300 lacs and above if primafacie staff involvement is 

there-To be Reported to CBI ANTI CORRUPTION WING.    
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 Fraud cases involving more than RS 300 lacs and above if primafacie staff involvement is not 
there-To be reported to CBI ECONOMIC OFFENCES WING.    

 Fraud cases of more than Rs 1.00 lac but less than Rs 300 lacs shall be reported to State CID/ 
Economic offence wing of state police.    

 Fraud cases of more than Rs 10000 but less than Rs 1.00 lac can be referred to local police.    
 Time limit for filing FIR to police/CBI- 15 days from the detection of fraud.  
 All fraud cases should be reported to RBI in FMR-1 within 3 weeks from the date of detection 

of fraud.   
 FMR-2 and FMR- 3- Quarterly Reporting to RBI regarding Frauds outstanding and progress 

report in fraud related cases. 
 Lock in period for Margin/Subsidy under PMEGP is 3 years.  
 TDS on NRO- 30%  
 Green shoe option: Where the underwriter sells the shares more than the original determined 

by the issuer. In simple terms it refers to Over allotment option. It provides additional price 
stability 

 Limitation period for Term deposits which has already got matured- 3 years from the date of 
demand.   

 If the maturity date of Certificate of Deposit happens to be holiday, it should be paid on 
immediate preceding working day.   

 Presentment of forged DD- Paying banker has to lodge complaint.  
 Syndication of loan- J V SHETTY Committee.  
 Tiny industry is a unit where investment in P &M does not exceed Rs 25.00 lacs. (Upto Rs 

25.00 lacs) 
 Sub-section (2) of Section 19 of the  B.R. Act,  provides that no banking company shall hold 

shares in any company, whether as pledgee, mortgagee or absolute owner, of any amount 
exceeding 30 per cent of  the paid–up share capital of that company or 30 per cent of its own 
paid-up share capital and reserves, whichever is less.  

 Only lawfully appointed guardian can give nomination for a Minor Account  
 Hypothecation-Sarfaesi act-Sec 2(n) Charge on movable property  
 Under CTS, only alteration in date of a cheque is permitted. 
 Recently Bandhan Financial services and IDFC have been granted banking licenses by RBI. 
 Validity of cheque will be computed monthwise. For example date of cheque is 10/03/2014.It 

will expire on 09/06/2014. 
 TDS certificate will be downloaded from Traces portal. 
 3 pillar concept is applicable to Basel 2 & Basel 3. 
 Interest rate on FCNR should not exceed –LIBOR/SWAP 200 basis points( Maturity 1 to 3 

years) and 300 basis points(3 to 5 years) 
 Excess money supply leads to –Inflation. 
 Digits in IFSC- 11 
 Deposits received invested in Govt securities- Narrow banking 
 Mixed farming: Cultivation and allied activities. 
 Organic farming: Crop rotation, Green Manure, Compst and Biological Pest control 
 Provision coverage ratio: 70% as per RBI 
 Blue revolution-Acuaculture. 
 Resident returning from India need not surrender any currency on arrival-Only CDF to be 

given (Currency-$5000,TC-$ 10000). 
 Export bill O/S reversed by debiting account- Crystallisation 
 Period for loan to farmers against ware house receipts- 12 months. 
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 XOS statement- June to Dec. 
 Difference between DPG and TL- Outlay of funds. 
 Borrower died-Role of Guarantor- To pay amount. 
 Preservation of records- 10 years. 
 ATM card can be issued to- Illiterates, Minor, Joint account holders 
 Rabi season- OCT to MARCH. 
 Kharif season- JULY to OCTOBER. 
 Housing loan under DRI- 20000. 
 Scale of Finance  decided by- SLBC. 
 Training cost for PEMGP borne by Ministry of MSE. 
 IFSC- Indian financial sector code. 
 Cheque discounted by bank-Bank becomes holder for value. 
 Loan to women beneficiaries to be classified as weaker section under priority-Rs 50000. 
 Studies in India under Education loan more than 10 lacs- Non priority. 
 Rearing of honey bee- Apiculture. 
 Gold/Gems dealer- High risk accounts. 
 NWC- 15 Lacs, CL- 75 lacs,CR Ratio-1.20:1  
 Bank loans to Govt agencies for constructing dwelling units under priority sector-Rs 10.00 lacs. 
 FATF- Financial action task force. 
 Long term assets procured from short term liability- Liquidity risk. 
 Non functioning of computers- Operational risk. 
 Medium term loan- 36 to 84 months. 
 Rule in claytons case- Bankers right- Right of set off. 
 NPA 18 months old-Provision on secured portion- 25% 
 Hindi meeting report to RBI-Quarterly. 
 Members in Asian clearing union- 9 
 Periodicity of customer meet- Monthly. 
 Loan to dealers of poultry feed, cattle feed under Indirect agri- Upto Rs 5.00 crores  
 PAN not given-TDS will be- 20%. 
 4 counterfeit notes at a time- Reporting to police in monthly basis. 
 Selling rate of foreign currency is higher than TC- Holding cost of currency is high. 
 Review of Risk categorisation- 6 months. 
 Sale of NPA- The accounts will remain as a PA in the books of purchasing bank for 90 days.  
 Which one is not a material alteration- Converting bearer into order. 
 Cheque dishonour- Payee should give notice within 30 days. 
 Validity of cheque-As per RBI guidelines. 
 Working capital cycle as per nayak committee- 3 months. 
 NRLM loan without security-Rs 10.00 lacs  
 Cheque to a customer will be stopped if cheques returned in his account for 4 times.  
 No of digits in Aadhar- 12 
 Maximum withdrawal per month in BSBDA- Rs 10000(4 withdrawal) 
 Unspent foreign currencies to be returned within 180 days. 
 Parri passu charge: Security will be shared in the ratio of outstanding amount in banks. 
 Single party exposure- 15% of capital funds. 
 20% in case of infrastructure. 
 ALCO-ASSET LIABILITY COMMITTEE-Decides pricing of both deposits and advances. 
 Bulk deposits not to exceed 10% of total deposits at any given point of time. 
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PERIOD OF LIMITATION AT A GLANCE 
 

Sr. TYPE OF DOCUMENT PERIOD OF LIMITATION 

1. Temporary O.D. (as per ledger) 3 years  from  the  date  of debit in the account 

2. D.P. Note 3 years  from  the  date  of execution 

3. 
Bill  of  Exchange  or  Promissory Note 

payable at a fixed time after date 3 years from the date when it falls due 

4. 
Bill of Exchange payable at sight or after 

sight 

3 years from the date when the Bill is presented 

5. 

Promissory Note or Articles of Agreement 
payable by instalments, which provide 
that, if default is made in payment of one 
or more instalments the whole shall be 
due. 

3 years from the date when the default  is made. 

 
To redeem or recover, possession of 
immovable property mortgaged 

30 years, When the right to redeem or to recover 
possession accrues. 

6. 

Money payable on Demand if the amount 

is payable by installments personal liability 

on a mortgage 

12  years  from  the  date  of mortgage 
12 years from the date when the default is made 
3  years  from  the  date  of execution of 
Mortgage Deed. 

7. 
Letter of Guarantee 

3  years  from  the  date  of demand on the 

guarantor 

8. 
Agreements (like Pledge Hypothecation) 

not related to D.P. Notes 

12  years  from  the  date  of execution 

 
  
Official language policy 
Hindi Divas-Sep 14 
 
Region A- ABCD HU*2 JRM 
(Andaman  &  Nicobar,  Bihar,  Chattisgarh,  Delhi,  Haryana,  HP,  UP,  
Uttrakhand, Jharkhand, Rajasthan, MP) 
Region B –P MCG (PUNJAB, MAHARASHTRA, CHANDIGARH, GUJARAT)  
Region C- OTHERS. 
Reply to letters.  

Region A B C 

A 100% 100% 65% 

B 90% 90% 55% 

C 55% 55% 55% 

 
Letters received in Hindi to be answered in Hindi (100% for Region A,B,C) 
……………………………………………………………………………………………………………………………………....... 
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CGTMSE-CREDIT GUARANTEE FUND TRUST FOR MICRO AND SMALL ENTERPRISES. 

 

WOMEN AND NORTH EASTERN 

STATES 

MICRO ENTERPRISES OTHERS 

UPTO RS 5.00 LACS – 80 % UPTO RS 5.00 LACS – 85 % UPTO RS 5.00 LACS – 75 % 

Rs. 5.00 TO Rs. 50.00 Lakhs - 

80% - Rs. 40.00 Lakhs 

Rs. 5.00 TO Rs. 50.00 Lakhs – 

75% - Rs. 37.50 Lakhs 

Rs. 5.00 TO Rs. 50.00 Lakhs – 

75% - Rs. 37.50 Lakhs 

Rs. 50.00 TO Rs. 100.00 Lakhs – 

(Maximum Rs. 10.00 Lakhs) 

Rs. 50.00 TO Rs. 100.00 Lakhs – 

(Maximum Rs. 13.50 Lakhs) 

Rs. 50.00 TO Rs. 100.00 Lakhs – 

(Maximum Rs. 13.50 Lakhs) 

Maximum Cover – Rs. 50 Lakhs Maximum Cover – Rs. 50 Lakhs Maximum Cover – Rs. 50 Lakhs 

 
ANNUAL GUARANTE FEE 
 

 Women, Microenterprises, North Eastern Regions 
 Upto Rs 5.00 lacs - 0.75 % 
 Rs 5.00 to Rs 100.00 lacs - 0.85 %  
 Others Irrespective of loan amount – 1 % 

 
 Marginal Farmer: A farmer cultivating (owner/tenant) agriculture land upto 1 hectare or 2.50 

acres.  
 Small farmers: A farmer cultivating(owner/tenant) agriculture land above 1 hectare but upto 2 

hectare(5 acres)  
 
Service area approach-P D Ojha Committee-Applicable only for Govt sponsored schemes and in rural 
and Semiurban areas. 
 

 Mulberry –Sericulture,  
 Rearing of honey bees-Apiculture, 
 silk production-Sericulture  
 White revolution-Milk, 
 Green-Agriculture-  
 Brown-Cocoa,  
 Blue-Pisciculture. 

 
……………………………………………..........………………………………………………………………………………………....... 
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ALL THE VERY BEST FOR YOUR EXAMS 

 

 

 

 

 

COMMON NOTES FOR 

BANK PROMOTION EXAMS 

 
 

 

 

 

 

Though we had taken enough care to go through the notes provided here, we request 

everyone to go through the RBI / individual bank’s website and other internal circulars and 

update yourself with the latest information through RBI website and other authenticated 

sources. In case you find any incorrect/doubtful information, kindly update us also (along with 

the source link/reference for the correct information). 
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